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THE CHANGING CHARACTER OF BANK LOANS 
By P. F. Gray 





RELATIONS BETWEEN CONTROLLERS AND 
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By J. R. JoRDAN 


STOCKHOLDER SURVEYS PROVIDE GUIDE-POSTS 


Volume Xill FOR MANAGEMENT 


By PAUL Haas! 
Number 6 | stint aac 
SIMPLIFICATIONS IN COST ACCOUNTING PROCEDURE 
By Harry B. Gu N, C.P-A 
50 Cents y Harr UTMAN 


SETTLEMENT OF TERMINATED CONTRACTS 


By CAPTAIN CHARLES J. GAA and CAPTAIN GERALD MAXFIELD 











MARY: Boss or no boss, I just won't do it! Imagine him expecting a girl to use one 
piece of carbon paper 60 times! 


PEGGY: Hold on, Mary! If you weren’t new here, you'd Inow he’s not expecting too 
much. You sce, we use nothing but Roytype Park Avenue Carbon Paper, and 
one sheet can be used not just 20 times, but up to 60 times, cleanly and clearly. 


Look, here’s proof... 





This is the first copy made with a fresh sheet of 
Roytype Park Avenue Carbon Paper. See how sharp, 
clear, and distinct it is. You'll find succeeding 


copies will also be clean, crisp, and easy to read. 
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MARY: Glory be! How is it possible? 


PEGGY: Well, Roytype Park Avenue is made by the Royal Typewriter Company. They 
have special machines that soak the ink right down into the paper fiber—deep- 
inking, they call it. Plus that, Park Avenue’s extension edge lets you reverse 


each sheet, top to bottom, so that all areas of the paper can be used. 


MARY: Isn’t it hard to get, these days? 


PEGGY: Not at all! It’s as easy as picking up your phone and calling your local Royal 
Typewriter Representative or Roytype dealer... Hey, where are you going? 


I’m going in and see that smart boss of mine. And, lady, I’m going to eat crow! 


*“,~-and I looked him straight in ‘the eye and said, ‘NO!’ “ 





Carbon Papers and Ribbons 


SK your Roytype Representative now 
A about the many different carbon 
papers in the complete Roytype* line— 
one of which will exactly fit your needs. 

Ask him, too, about Roytype ribbons. 
They’re made from a formula which 
enables the ink actually to flow through 
the fabric into the used parts—thus con- 
stantly renewing life. 


Buy on the Coupon Plan 
By purchasing your carbon paper and rib- 
bons on the Coupon Plan, you obtain the 
following advantages: 
1. You save money due to the discount al- 
lowed. 
2. You can redeem the coupons as you need 
fresh supplies of carbon paper and ribbons. 
3. You do not have to keep excess stock on 


hand. 





a ROYTYPE 


Carbon Papers and Ribbons 
made by the 


ROYAL 
TYPEWRITER COMPANY 


*Trade-mark Registered U. S. Pat, Off. 











Copr. 1944, Royal Typewriter Company, Inc. 
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Know where youre going 


LET A DITTO 
BUSINESS SYSTEMS EXPERT 
CHART YOUR COURSE! 


Ditto Business System designers have had years of expe- 
rience in fitting Ditto systems to individual businesses. 
There is one of these specialists in your vicinity or nearby 
—a man it will pay you to consult regarding your own 
particular problems of— 


PRODUCTION ... Save up to 36 hours getting orders 


into your shop! 


PU RCHASING . . . Get raw materials into your plant 


10 days faster! 


PAYROLL ... All records from one single writing! 
ORDER-BILLING ... Eliminate 90 per cent ofall typing! 


Write today for sample Ditto Systems 
DITTO, Inc., 700 S. Oakley Blvd., Chicago 12, Illinois 


“Ditto Machines Now Available to Anyone” 


















Naval Officer 
Using Link Octant 


BUY WAR BONDS 
AND STAMPS 














eSLeel 


THIN PAPERS 


They are strong and durable, yet 
have minimum bulk. Their light- 
ness and strength combined, allow 
us tomake numerous clean,clear 
carbon copies. We use them now 
for Thin Letterheads on all our 

Branch Office, Foreign and Air 

Mail correspondence. We also 

use the distinctive colors for 

our office records and factory 

forms. 





Ble (Iota am Obeblosalte) she! 
'OIT=F-¥ cole) oh am Obabloy els) abel 


Superior Manifold 


SEND FOR SAMPLES 


ESLEECK 


W/E Watebe-Coiabbat ete ml Oresccb ol babi 
Turners Falls, Mass 
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DATES AHEAD 


All dates are listed as scheduled at time 
of publication of this issue. Subsequent 
changes may be made. 


Meeting Dates of Controls 


June 
June 5—Bridgeport, Buffalo, Chatta- 
nooga 
June 6—Twin Cities 
June 7—Quad-Cities 
June 11—Kansas City 


June 12—Cleveland 


June 13—Baltimore, Birmingham 


June 14—Dayton, Hartford, Indianapo- | 


lis, Philadelphia, Toledo 
June 15—Portland 


June 19—Dallas, Detroit, New Orleans, 
Springfield, Syracuse 


June 20—Pittsburgh 
June 21—Los Angeles, San Francisco 


June 26—Atlanta, District of Columbia, 
Houston, St. Louis 


June 27—Louisville, Rochester, West- 
ern Michigan 


June 28—Seattle ‘ 
— 


Norte: No June meeting scheduled for 
Boston, Chicago, Milwaukee and New 
York City. Date of Annual outing for the 
Cincinnati Control not determined as yet. 








ARTHUR R. Tucker, Editor. 
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We now occupy 
the entire twelfth floor 
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Introducing This Month’s Authors 











MR. GRAY 


For more than a quarter century, Mr. Gray, 
the author of our opening article (‘“‘The Chang- 
ing Character of Bank Loans’) has been af- 
filiated with the Irving Trust Company which, 
at the time he joined it in 1917, was known 
as the Irving National Bank. Mr. Gray has 
been vice president since 1925, with his chief 
interest centered in credits and loans since he 
became a loaning officer of his bank in 1923. 
Born in Chicago and educated in the University 
of Illinois and Northwestern University, Mr. 
Gray, after a few years in the public account- 
ing field in Chicago, came to New York in 
1913, and started with Austin Nichols and 
Company as general auditor. 


Mr. Dooley is director of public information 
for the General Foods Corporation. He is 
likewise serving as president of the Touchdown 
Club of America. He is well remembered as 
one of the great backfield stars of his collegi- 
ate days with Dartmouth. 

Prior to joining General Foods in 1942, he 
had served for a time as vice president of the 
Don Spencer’ Company and for ten years had 
also been active as a commentator and director 
of his own radio program. 

Mr. Dooley was a member of the special 
food committee appointed by the late Secretary 
of the Navy, Frank Knox, in 1943, which 
studied Navy food administration from the 
standpoint of procurement, supply, distribu- 
tion, and service. 

Since Mr. Dooley supervises stockholders 
surveys as part of his responsibilities with 





MR. DOOLEY 





General Foods Corporation, he was the source 
of the information contained in the article in 
this issue. 

A frequent contributor to our pages is Mr. 
Gutman whose understandable presentations of 
accounting subjects are always well-appreciated. 
Mr. Gutman came to this country from Vienna, 
Austria, in October, 1938. 

He published some results of his research 
work in the “Journal of the History of Ideas,” 





MR. GUTMAN 


New York, and the ‘Franciscan Studies,” St. 
Bonaventure, New York. His findings were 
widely accepted by his fellow historians and 
induced St. Bonaventure College, St. Bonaven- 
ture, New York, to invite him for a series of 
lectures, which he delivered in 1942. 

Captain Gaa and Captain Maxfield have each 
had a varied background in accounting. Cap- 
tain Gaa, a certified public accountant (Illinois) 
received his Ph.D. degree from the University 





— 














CAPTAIN GAA 


of Illinois in 1940, having served there as an 
instructor of accounting from 1935 to 1941. 
There followed a year as assistant professor of 
accounting in the Amos Tuck School of Busi- 
ness at Dartmouth College. Later, in 1942, he 














CAPTAIN MAXFIELD 


became chief accountant, in the Chicago metro. 
politan area, of the OPA. Subsequently he 
served on the teaching staff of the Army Fi- 
nance School at Duke University and at the 
present time is an instructor in contract ter- 
mination work in the Army Industrial College, 
Washington, D. C. 

His collaborator has likewise taught con- 
tract termination at Duke University and now 
at the Army Industrial College, having pre- 
viously served as internal auditor and later as 
staff assistant in the treasurer's office of Basic 
Magnesium, Incorporated. From 1936 to 1941, 
prior to joining Basic Magnesium, Capt. Max- 
field was employed as an industrial accountant. 

Both men, who are members of the American 
Accounting Association, which is the pro- 
fessional society of collegiate instructors of 
accounting, held the rank of Lieutenant at the 
time the paper was submitted but were ad- 
vanced to Captaincies just before this issue 
went to press. 

Mr. J. Raymond Jordan’s interests are almost 
wholly in the field of public accounting. He 
is a principal with the Houston Office of Price, 
Waterhouse and Company. He graduated from 
St. Louis University where he received a B.S.C. 
degree. He is certified as a public accountant 
in the states of Missouri and Texas, among sev- 
eral others, and is a member of the American 
Institute of Accountants, the National Associa- 
tion of Cost Accountants, and the Texas State 
Society of Certified Public Accountants. 

—PAUuL HAASE. 


MR. JORDAN 
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*KWIK-FAX - 


The Remington Rand 
SYNCHRO-MATIC 


is a dual-duty hook-up which 
automatically punches tabulating 
cards, for sales and other analy- 
8es, at the same time the invoice 
is being produced on a Reming- 
ton Rand Bookkeeping Machine. 


e 
BUY BONDS—Buy Victory and Peace 


Direct ¥ 


‘our 





The Controller, June, 1945 





Remington Rand Punched-Card Accounting takes you instantly 
to the best vantage point from which to view sales conditions. 
To Henry Disston and Sons, Philadelphia, it has meant 
more efficient sales management. 


@ I. W. Wilder, Head of Disston’s Market 
and Statistics Department, says: “Selective 
selling is based on market research which, 
in turn, is based upon sales analysis. Our 
company, established over 100 years ago, is 
the largest maker of saws in the world. The 
markets served by our hundreds of items 
would have been too difficult to analyze 
accurately had we not for 25 years, used 
Remington Rand Punched-Card Account- 
ing and Tabulating Equipment—the fastest 
method for getting market figures. 


“Our sales managers are furnished reports 
in every way they need them: by territory, 
customer, class of product, 246 summary di- 
visions, jobber’s territory, priority rating, etc. 


‘We learn where we should concentrate 
to protect vital volume business; where our 


Reninglon 


PUNCHED-CARD 


*The HOLE 
... the Symbol 


Write for: “The HOLE-STORY of Punched-Card Accounting” — 
the book that tells a vital story to business. It’s FREE! 


sales efforts are in inverse ratio to profits; 
where we should broaden our base for later 
security; how our distributor’s sales in a 
territory compare with direct sales in that 
territory; and many other important facts. 


“Although sales have increased tremen- 
dously, we know that a let-down is coming, 
and this detailed punched-card analysis is 
our safeguard against the day when we will 
need accurate market research to cushion 
the drop and direct future policies.” 


Helpful ideas for every sales manager will 
be found in Certified Report No. 4109, cov- 
ering the Disston operation—available free 
to interested executives by writing to our 
nearest branch office, or direct to Remington 
Rand Inc., Tabulating Machines Div., Rm. 
1716, 315 Fourth Ave., New York 10, N. Y. 





ACCOUNTING 


MARK of a System 


of Accuracy 
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HOW 
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s YOU PRODUCE IT 


WILL BECOME LESS 


REAL ALM RS RRR RETR NOE AMG 


8 IMPORTANT THAN HOW MUCH 


6 CAN YOU LOWER THE COST OF PRCDUCING IT? 





VISION TEST FOR EXECUTIVES 


( who are looking for a proven way to strengthen the position of their companies in the competitive period ahead ) 


3 gem THE WAR, you haven’t had to read beyond the 
first three lines of the chart. For the most important 
cost, when it comes to producing weapons of war, is not 
producing enough, on time. 


But as the nation swings back into peacetime produc- 
tion, management will have a sharper eye than ever out 
for ways to produce more for less...to put products 
within reach of more pocketbooks. It’s the only way 
individual companies can maintain and strengthen their 
position and profits. It’s the only way the national 
economy can continue in high gear. 


We've seen what can be done 


In streamlining production for war, well-hidden and al- 
most untapped sources of savings in non-productive costs 
were frequently discovered. We know. For we were 
often on the scene. Many of them were in inefficient 
written systems of control. In cumbersome paper-work 
procedures, in unscientific form design, and in methods 
of writing and handling forms that wasted time, man- 
power and money. 


Worthwhile savings? Often they ran to five and six 
figures. In direct savings. But remember that written 
records control men, materials and machines. Savings 
multiply themselves throughout your office and plant. 


Can you make such savings? 


Frankly, we don’t know. But The Standard Register 
Company has broad experience, unusual facilities and 
sound techniques, tested both before and during the war, 
to help you find out. Ask your local Standard Register 
representative to explain how our method of approach 
to your paper-work problems gets at the facts and arrives 
at the answers in a minimum of time and without up- 
setting ‘office routine. No obligation, of course. 


FOR EXECUTIVES WITH VISION: Write for 
our free, informative folder, ‘‘A New Frontier 
in Busi "It outli our practical, step- 
by-step formula for achieving savings through 
paper-work simplification. You incur no ob- 
ligation—write, today. 











THE STANDARD REGISTER COMPANY 


Manufacturers of Record Systems of Control for Business and Industry 


DAYTON 1, 


OHIO 


. Pacific Coast: Sunset McKee-Standard Register Sales Co., Oakland, California. Canada: Crain Printers, Ltd., Ottawa. London: W. H. Smith & Sons, Ltd. 
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Edttortal Comment 


Contract Termination Time 


AY, 1945, and succeeding months might well be 
M given the designation set forth above, with V-E 
day receding into the past in this fast moving, history 
making period, and the mails flooded with cutbacks 
and terminations. How generally are industrial con- 
cerns prepared for contract terminations? At a recent 
meeting of the Committee on War Contract Termina- 
tion Policies and Procedures, of the Controllers In- 
stitute of America, the discussions indicated that far 
too few companies are ready to compile their records 
and present claims for prompt payment. Committee 
Chairman C. E. Jarchow, Vice President and Control- 
ler of the International Harvester Company, feels that 
the most important message that can be given to in- 
dustrial managements today on this subject is that they 
should take steps immediately to learn what the re- 
quirements are and to establish proper organizations 
to process terminations. 

Briefly, this preparation includes instituting an edu- 
cational program so that all interested individuals may 
become thoroughly familiar with termination proced- 
ures. In the cases of companies having many sub-con- 
contractors, an effort should be made to make each 
subcontractor aware of the importance of mass ter- 
minations. Some companies are undertaking regional 
educational programs. 

It is the belief also of Director Robert H. Hinckley 
of the Office of Contract Settlements, and of his staff, 
that this is the most important thing to do at this time. 
If companies generally are prepared for mass ter- 
minations and fully aware of their responsibilities, the 
problem of reconversion will not be too serious, in his 
Opinion. 

Perhaps this is not too optimistic. Certainly careful 
Pfeparation will go a long way toward easing the 
bumps of reconversion. 

Regulations with respect to direct settlements would 
be helpful, if the OCS will provide them soon. Some 
matters that are bothering controllers, which they 
would like to see clarified by the OCS, have to do with 
such matters as “‘best price obtainable,” as applied to 
disposal of materials; controllers would like to have 
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it undertood also that a pre-termination agreement 
made by one service will be binding on all. 

Prime contractors are being urged to encourage their 
sub-contractors to prepare for mass terminations. The 
mass of detail involved is almost beyond conception. 
The Joint Termination Regulations take the form of a 
thick book. It is not surprising that both the govern- 
ment’s OCS and The Institute’s Committee feel that 
managements should attempt to meet these problems 
head on, and without delay. 


Rush for Certificates of Non-Necessity 


bY solay contract cancellations comes the opportu- 
nity for contractors to determine beyond a doubt 
that certain emergency output facilities are no longer 
needed to turn out war materials, which will put them 
in a position to obtain certificates of non-necessity, if 
they are desired, and thus begin accelerated amortiza- 
tion of those facilities. 

How to obtain the certificates of non-necessity was 
described in a special report issued some months ago 
by the Controllers Institute of America in the form of 
a pamphlet. The War Production Board issues the cer- 
tificates, upon proper application. Preparation of the 
papers is a comparatively simple procedure which con- 
trollers should have little difficulty in mastering. 


Careful Planning Will End Confusion 


ie is being pointed out that the situation now faced 
by industry is one which has no parallel in previous 
postwar periods. The country cannot move directly 
from war to peace, yet reconversion is under way. It‘is 
a time of half war, half peace, which calls for the exer- 
cise of careful judgment on the part of managements. 

Perhaps the shock of transition will be less under 
these conditions than it would have been if both wars 
had ceased at the same time. The new trend in business 
is downward, according to the statistics. Confusion is 
likely to reign for a brief period as governmental con- 
trols are relaxed or abolished. A fall from the high 
levels which have prevailed is to be expected dur- 
ing the period of reconversion. A survey of the time 
required to get under way again on a profitable basis, 
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in various lines of manufacture, shows a gap of as 
much as a year between the shortest and the longest 
estimated periods—from a few weeks or months in 
some lines, to one or one and one half years in others. 
And at the same time production of war materials must 
continue. 

It is a period which calls for careful planning and 
budgeting. Industrial managements are for the most 
part optimistic, basing their thinking on financial esti- 
mates and plans worked out by controllers, who have 
risen to the occasion splendidly. 


On the Way Toward Reconversion 


si HE report of James F. Byrnes, retiring Director of 
War Mobilization and Reconversion, on April 1, 
has been reviewed carefully by controllers, particularly 
the sections having to do with abolition of govern- 
mental controls. Abandonment of the controlled ma- 
terials plan, and its replacement by a simple material 
control, is looked upon favorably. References.to ac- 
celerated depreciation, prompt disbursement of post- 
war tax refunds, and modification of the excess profits 
specific exemption, also evoked a warm response. 


Outstanding Paper on Tax Deductions 


Fyre entitled “Outlay and Income: Timing The 
Deduction of Business Expenditures,” was pre- 
sented recently by Mr. Lloyd C. Gibson of the Stand- 
ard Oil Company (New Jersey), before the Tax Forum, 
in New York City. It deals with business deductions of 
a nature that have presented difficult and troublesome 
problems to industrial taxpayers, and are of consider- 
able current interest, in connection with postwar tax 
planning. Those who have had an opportunity to read 
this paper feel that in dealing with the problems of 
depreciation, amortization, and obsolescence, as well 
as research and development costs, Mr. Gibson has 
rendered a signal service to clear thinking in this field. 

The Tax Forum is a voluntary group composed 
largely of tax partners of prominent law firms. The 
author of this paper, and his company, have kindly 
agreed to make this paper available for publication in 
THE CONTROLLER, and it is planned to present it in its 
entirety in an early issue. 


June’s Controllership Developments Through the Y ears 


UNE, 1934: The excessive cost of preparing reports 
qa replying to questionnaires sent out by govern- 
mental agencies was discussed editorially and in a 
special article by Daniel J. Hennessy ... . a state- 
ment was issued to the press by Mr. Hennessy, then 
President of the Controllers Institute of America. 
... . Further discussion of T.D. 4422 and rules of 
administration. .... Removal of unnecessary and 
arbitrary barriers to the investment of capital, ad- 
vocated by Judge William L. Ransom, Attorney... . . 
Reference made to National Industrial Recovery Act, 
and its constitutionality questioned. ... . High cost 








of complying with ¢omplex governmental regulations 
decried. .... The Committee on Technical Informa. 
tion and Research replied to some questions pro. 
pounded by controllers. 

June, 1935: Controllers were discussing possibilities 
of inflation, and of its effect on balance sheet... . . 
For controllers’ departments “planned activity per- 
formed on schedule” was advocated by Henry D, 
Minich, Chairman of Research Council. Central Clear. 
ing Desk advocated. .... What are controllet’s lia- 
bilities and responsibilities under Securities Exchange 
Act, a controller asks, and requests that they be clari- 
fied. 

June, 1936: The 1936 Federal Revenue Act was un- 
der discussion, with a proposal to increase the corpora- 
tion income tax to 18 per cent., and to impose a tax on 
undistributed corporate income. .... A comparative 
chart set forth the more important features of state 
laws on unemployment compensation. .... Forms 
for administering unemployment compensation laws 
appear. 0.3 Employee records which employers are 
required to keep are discussed... . . Reference was 
made to T.D. 4616, issued December 20, 1935, in which 
are described the records which employers are required 
to keep under Title IX of the Social Security Act. 
.... No specific method of accounting or form of 
record is prescribed. .... The Court of Appeals of 
the State of New York ruled that the Public Service 
Commission could not enforce a uniform method of 
accounting without a hearing, that orders were subject 
to court review, and that the Commission could not re- 
quire use of the ‘‘straightline” method of depreciation. 
. .. . The Controllers Institute of America was plan- 
ning its observance of the fifth anniversary of its found- 
ing in conjunction with its annual meeting. 

June, 1937: Controllership recognized as a separate 
profession, instead of as a ‘‘second division of account- 
ancy.” .... “Control of a business, constant, im- 
mediate, day-to-day—with the profit motive in view, 
is the objective always uppermost in the minds of con- 
trollers.” .. . . “An historical report, an audit, a 
check on the accuracy of reports, are most prominently 
in the minds of public accountants in their work.” 
.... Both concerned with settlement of debatable 
questions of accounting principles in the higher realms 


of accounting. .... “Profit, or gains, really consti- 
tute a cost item,” says Franzy Eakin, of Decatur, Illi- 
lee Treasury issues Social Security forms for 
reporting wages paid. .... Must be filed by July 31. 
... . Forty-five states had enacted unemployment 
compensation laws..... Employer-employee _rela- 


tionships discussed in paper by Dr. Henry C. Metcalf. 
.... Lacking precedents or clear rulings and dect- 
sions, controllers must take responsibility for setting 
up workable procedures under Federal and State ut 
employment insurance laws, says T. E. Shearer, of Pren- 
tice-Hall, Inc. 

June, 1938: Merit rating was coming into the picture. 
.... Controllers were discussing forms of financial 





op 
the 
pri 
ché 


nu 
is V 
of 

der 
of : 
of 

ety 
ret 
Un 
He 
mer 


Insi 
and 


ora 
Exc 
trol 
rep 
cam 
nou 
creg 
Mc] 
“te] 
Opit 
tion 
trol 

lee, 

ence 


Gen 


stud 
set 
doll 
ask, 
mee 
gove 
pern 
ado} 


cS 








‘ions 
rma- 
pro- 
ities 
per- 
r D, 
lear- 
; lia- 
ange 
lari- 


; un- 
Ora- 
x ON 
ative 
state 
rms 
laws 
; are 
was 
hich 
lired 
Act. 
n of 
Is of 
rvice 
d of 
ject 
it re- 
tion. 
slan- 
und- 


urate 
yunt- 
im- 
iew, 
con- 
it, s 
ently 
tk.” 
cable 
alms 
nsti- 
Illi- 
; for 
y 31. 
nent 
rela- 
calf. 
deci- 
tting 
- ul 
ren- 


ture. 
ncial 








statements especially designed for enlightenment of em- 


ployes.... How to train future controllers was 
resenting itself as a problem for the Controllers In- 
stitute of America... .. Two additional ‘‘account- 


ing opinions” made public by Carman G. Blough, Chief 
Accountant of Securities and Exchange Commission. 
_.. + Commission publishes analysis of deficiencies 
most frequently noted in companies’ financial state- 


ments..... Corporations generally are faced with 
the acknowledged need of improving accounting pro- 
cedures. .... Public accountants are faced with ne- 


cessity of stating clearly, in their certificates, their 
opinions with respect to the financial statements, and 
the underlying accounting principles. .... Setting 
prices intelligently, discussed by Howard C. Greer, in 
charge of accounting research for Institute of American 
Meat Packers..... John F. Kenna hailed as member 
number 1,000 of Controllers Institute of America. He 
is with Stein Hall Manufacturing Company, of Chicago. 
.... William W. Werntz becomes Chief Accountant 
of Securities and Exchange Commission. ... . Presi- 
dent Roosevelt called on Dr. Stuart A. Rice, Chairman 
of the Central Statistical Board, to study the possibility 
of simplifying the government’s fact finding machin- 
ety, and reducing the number of required reports and 
ae Dr. Norman J. Silberling, of Stamford 
University faculty, predicts a rise in business activity. 
He lists the four factors to watch..... Announce- 
ment made of forthcoming publication by Controllers 
Institute of America of booklet, “Budgetary Methods 
and Procedures of Manufacturing Companies.” 

June, 1939: The famous pronouncement by Hon- 
otable Robert E. Healy, a member of the Securities and 
Exchange Commission, made headlines in “The Con- 
troller,” to the effect that “Responsibility for adequate 
reports is placed squarely on controllers.” . . . . This 
came out at same time that public accountants an- 
nounced an extension of auditing programs, with in- 
creased fees, a direct result of the disclosures in the 
McKesson & Robbins case... ... Use of the word 
“teport,” instead of “certificate,” or of “report and 
opinion,” was suggested by public accountants’ na- 
tional body... . . “What Westinghouse does to Con- 
trol and Check Inventories” described by C. E. Head- 
lee, Director of Industrial Accounts... . . Experi- 
ence rating defined and analyzed by F. B. Cliffe, of 
General Electric. 

June, 1940: Taxation of sales in interstate commerce 
studied by controllers... . . What controls are to be 
set up over government’s expenditure of five billion 
dollars for war supplies and equipment, controllers 
ask. A high grade of controllership is called for, to 
meet this situation. Services of controllers offered to 
government... . . Individual companies must obtain 
Permission of Commissioner of Internal Revenue to 
adopt last-in, first-out principle of pricing inventories. 
--.. Wage-Hour law makes many small companies 
keep accounting records for first time... . . Uses of 





The Controller, June, 1945 





269 


management statements for manufacturing operations 
discussed by Roscoe Seybold, of Westinghouse. 

June, 1941: New problems in accounting and re- 
porting, resulting from expansion of companies many 
times over, in rush of war work, described by Dudley 
E. Browne, controller of Lockheed Aircraft Corpora- 
ee Opinion expressed that controllers have 
become agents of the government in assisting in the 
planning and carrying out of controls and systems. 
. . . . Member No. 1, of the Controllers Institute of 
America, Mr. R. Franklin Hurst, of Plainfield, New 
Jersey, passed away. 

June, 1942: Applications of priorities discussed. 
.... Controllers study methods of readjusting ac- 
counting and office procedures to meet war conditions. 
.... Vigorous taxation suggested as one effective 
way to prevent inflation..... Price ceilings were 
prominently in the business picture. ... . Controllers 
confer with officials of War Production Board to pro- 
test against multiplicity of questionnaires sent out by 
governmental agencies. This action was taken by The 
Controllers Institute’s Committee on Cooperation with 
the War Program. ... . The Office of Price Adminis- 
tration sent out a request for financial and other in- 
formation. The unreasonableness of many of the ques- 
tions asked had been pointed out to the OPA by the 
Controllers Institute, and the forms had been toned 
down and simplified materially. Business managements 
deeply concerned over this additional burden. 

June, 1943: War contract termination problems up- 
permost in minds of business managements and con- 
trollers. This month’s “Controller” was a special issue 
devoted to that subject..... Companies making 
ready for operation of tax withholding... .. One 
twenty per cent. withholding goes into effect July 1. 
. . . . Probable postwar economic trends under close 
study. 

June, 1944: Advisory Committee on Government 
Questionnaires, on which the Controllers Institute is 
represented, issues its first annual report, which depicts 
the results of the successful campaign to reduce and 
simplify governmental questionnaires... . . Contract 
termination plans and problems under continued study. 
The Controllers Institute's Committee makes recom- 
mendations to Congress, including adoption of uni- 
form regulations by procurement agencies... . . 
Business applauds report by Bernard M. Baruch and 
John M. Hancock on War and Postwar Adjustment 
Policies. ....... War Contract Termination Board rec- 
ommended. Also a Surplus Material Disposal Commit- 
We e5 Termination accounting problems analyzed. 
. . . . New aspects of renegotiation of government 
contracts are discussed... . . Wage stabilization ques- 
tions answered. 


Institute’s Year Book Ap pears 


The 1944-1945 Year Book of the Controllers Institute 
of America has appeared in its usual form. 
A.R.T. 









It is with some trepidation that I dis- 
cuss with you the subject of bank loans. 
First, because the exact nature of the con- 
troller’s function indicated that I could 
say nothing of interest to you on such an 
unscientific subject as the extension of 
bank credit; and secondly, it seemed rea- 
sonable to assume that the strenuous cam- 
paign for loans made by banks in recent 
years, through advertising and by per- 
sonal cultivation, had so well informed 
business men on that subject, that what I 
have to say would not be new to you. 

The extension of bank credit is not an 
exact science because of the many un- 
knowns. The late Justice Holmes said 
many years ago, “All values are antici- 
pations of the future.” We have no trust- 
worthy yardstick. We examine the rec- 
ord of what has transpired in the past 
from which we hope to predict what will 
result in the future. It is, then, a matter 
of judgment as to what constitutes a 
margin of safety to protect the principal 
from the vicissitudes of a changing econ- 
omy, styles or usage and management. 

In the 1920’s and many years prior 
thereto, the variety of loans made by com- 
mercial banks was somewhat limited, con- 
sisting in the main of making advances 
on an unsecured basis to credit-worthy 
applicants or against suitable collateral 
with adequate margin, mostly for the pur- 
pose of financing the peak loads of sea- 
sonal businesses. During the years of our 
prolonged depression, the banks were 
confronted with the lack of demand for 
current short term financing and other 
desirable outlets for their funds were 
not available. To give you an idea of 
the problem with which banks were con- 
fronted after 1929, let us look at the re- 
port of the Federal Reserve System as of 
December 31, 1928 and December 31, 
1936. 

At December 31, 1928 the report 
shows, for all member banks, Loans and 
Discounts of $25,155,255,000; and de- 
posits of $32,618,474,000 or loans to de- 
posit ratio of about 77 per cent. 

The advent of the depression witnessed 
the rapid liquidation of obligations and 
as the period of business stagnation pro- 
gressed, bank loans receded until at De- 
cember 31, 1936 they reached a low of 
$13,359,853,000, while bank deposits 
had increased to $42,885,326,000. This 
resulted in reducing the ratio of loans to 
deposits from about 77 per cent. in 1928 
to 31 per cent. in 1936. This serious de- 


The Changing Character 
of Bank Loans 


By P. F. Gray 


cline of one of the most important earn- 
ing assets forced the banks to seek other 
means of utilizing their resources, in or- 
der to produce income. 

It followed, then, that there would 
be a shift of items constituting the earn- 
ing asset portfolio. This change is re- 
flected in the increase of the investment 
item from $10,528,680,000 in 1928 to 
$19,639,831,000 in 1936, an addition of 
$9,111,151,000, but this did not solve 
the problem entirely. Interest rates were 
low and it took many more investment 
dollars to raise income sufficiently to meet 
requirements. 

You will recall hearing it said during 
the earlier thirties that commercial loans 
would never assume their former propor- 
tions due to the vast amount of corporate 
public financing accomplished during the 
twenties and that need for credit was also 
lessened by the more efficient control of 
inventories and the speed-up of the trans- 
portation system of the country. 

But it is a long road that has no turn- 
ing. With the allure of record low inter- 
est rates and extended terms, bank man- 
agements during the past 6 or 7 years 
have assiduously campaigned for com- 
mercial loans with the result that many 
issues of securities sold publicly during 
the twenties have been refinanced, by 
bank term loans. Generally speaking 
banks have so liberalized their loaning 
policies, that it now appears that in the 
postwar period there will be a highly 
competitive situation among the various 
types of financing institutions and also 
government lending agencies. 


TERM LOAN DEVELOPED 


Through this liberalization the term 
loan was developed. That this type of 
financing became almost instantaneously 
popular is indicated by the amount of 
such loans outstanding during the last 


pre-war year, which was estimated to be 
in excess of two billion dollars. From the 
borrower's viewpoint these features of 
the term loan seem to be attractive, when 
considered in relation to other types of 
long term financing: 


1. The informality and flexibility of the 
arrangement. 

2. The concentration of the debt. 

3. The amortization program to fit his 
operations. 

4. The interest rate and absence of other 
costs. 

5. The right of anticipation. 


When we speak of a term loan we 
generally mean a loan repayable in in- 
stalments with maximum maturities rang- 
ing from one to ten years. Serial pay- 
ments may become due quarterly, semi- 
annually or annually and while usually 
of equal amounts, the payments may be 
staggered or in exceptional cases, equal 
for a certain period with a balloon pay- 
ment at the latest maturity. Such a loan 
may be made entirely by one bank or par- 
ticipated by a group of banks. 

One favorable feature of the term loan 
is its flexibility. It can be made to fit 
the circumstances of the particular bor- 
rower, for example, the amount maturing 
at regular intervals may be based upon 
the earnings of the enterprise but sub- 
ject to a minimum amount which is com- 
puted to be within the capacity of the 
company to pay. 

Experience shows that most borrowers 
and bankers prefer the amortized form 
of loan: However, loans have very infre- 
quently been made to mature at the end 
of five or ten years without serial repay- 
ments. 

Term loans are usually supported by a 
loan agreement the form of which may 
vary with the individual needs of the in- 
terested parties. There are important pfo- 








The ABC of Corporate Financing 


Controllers and financial officers of corporations will find much of value in this 
| review of the various types of bank loans now available. They will likewise be 
interested in the remarks on interest rates and other matters of like import which 
are discussed by Mr. Gray, who is vice president of the Irving Trust Company, 
New York, and chairman of the Committee on Cooperation with Certified Public 
Accountants and the Robert Morris Associates. Mr. Gray presented this manu- 
script before the April 12 meeting of the New York City Control. 


—THE EDITOR 
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tective provisions which are usually in- 
duded in such agreements for the pur- 

se of insuring the maintenance of a 
sound financial position. Such provisions 
may take the form of restrictions such as 
sale in bulk of assets, merger with an- 
other corporation, the pledge of assets, 
the payment of excessive dividends, the 
creation of any debt maturing in excess 
of one year and such other provisions as 
may be necessary for the reasonable pro- 
tection of the note holders. Further, to 
protect the note holder’s interest, the bor- 
rower usually warrants to do certain 
things, such as to maintain working cap- 
ital at or above a stipulated minimum, 
keep properties adequately insured, main- 
tain properties in proper condition, pro- 
vide balance sheets at stated intervals, and 
$0 on. 

STANDBY AGREEMENT 


A deviation from the usual type of 
term loan is the ‘“‘standby” agreement. 
While term loans are usually made for 
a definite purpose with full intention on 
the part of the borrower of utilizing the 
facility, a standby agreement is more in 
the nature of insurance of availability of 
funds, in that the lender makes a com- 
mitment to hold at the disposal of the 
prospective borrower, a certain maximum 
amount of credit to be availed of as the 
borrower elects, within a stipulated pe- 
tiod. This insurance of availability usu- 
ally commands a relatively small commit- 
ment fee based on the unused portion of 
the credit. 

As an example of this type of financ- 
ing, a large corporation sometime ago 
entered into a five-year standby agree- 
ment aggregating $100,000,000 with a 
gtoup of banks. The provisions of the 
agreement were similar to those of a term 
loan. Instead of paying a commitment fee, 
the company agreed to borrow a definite 
part of the funds for a certain period 
each year. The corporation is dependent 
upon a seasonal commodity for its pro- 
duction and the market was so uncertain 
both as to price and availability of prod- 
uct that they wished to be assured of ade- 
quate funds when, and if, the need arose. 
This arrangement relieved the manage- 
ment of the uncertainty of meeting large 
demands for funds perhaps on short no- 
tice and the revolving nature of the credit 
Ptovided continuous and maximum pro- 
tection over the life of the credit. 

Term loans and the related standby 
credits offer convenient forms of borrow- 
ing to finance the transition period, for 
necessary additions to fixed assets, for 
working capital and other purposes. 

The wholesale financing of consumer 
Paper is another liberalization of the bank 
loaning function. Many manufacturers 
who sold goods on a time payment basis 
could well afford to carry the instalment 
teceivables created from the sale of their 


The Controller, June, 1945 


merchandise and in that way kept their 
funds employed at a good return from 
the interest and charges collected on such 
paper. The advent of war disturbed this 
arrangement. Instead of making consumer 
products, most manufacturers turned to 
war production under service contracts 
and liquidation of outstanding instalment 
receivables created through sale of civilian 
goods proceeded and virtually ended in 
1944. 

As a result of this shift from peace 
time to war production, many items of 
equipment have not been available dur- 
ing the war years and manufacturers ex- 
pect a very heavy demand in the nearby 
post war period—to such an extent that 
for some of the manufacturers at any rate, 
their projected figures show that their 
available working capital will be used 
entirely in production. Consequently, some 
have already decided that they will with- 
draw from the banking business and con- 
serve their funds for such purposes. To 
assist in such a program there is avail- 
able to manufacturers of high standing 
a plan for the wholesale financing of con- 
ditional sales contracts. This program is 
based upon the purchase by the bank, by 
way of discount of all paper originating 
in certain defined territory. The regular 
account of the manufacturer is credited 
with a certain percentage of the purchase 
price and the remainder is placed in a 
special reserve account. The manufacturer 
or seller would act as trustee for the bank, 
he would hold all receivables for ac- 
count of the bank, effect collections and 
to eliminate the intervention of a third 
party, would repossess or make a new 
deal with the customer whenever circum- 
stances warranted. Under a plan of this 
nature, the manufacturer has the use of 
nearly all of his own funds for produc- 
tion purposes, he has control over cus- 
tomer-consumer relationship and thus pro- 
tects his customer’s good will which is 
such a valuable asset in the competitive 
world. 

There are several other methods of 
financing which, while not novel, are be- 
ing actively cultivated by banks and per- 
tain to the financing of so-called small 
business. While they may not be of par- 
ticular interest to your business you may 
be able to use the information in your 
dealings with your small suppliers and 
possibly with some of your customers. 


FIELD WAREHOUSING 


An interesting type of merchandise 
loan is that secured by field warehouse 
receipts. While this is not a new method 
of financing, it has not attained the pop- 
ularity it deserves largely because prospec- 
tive borrowers are not familiar with its 
operation. In the case of loans secured by 
regular warehouse receipts, it is necessary 
to store the merchandise in a licensed 
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public warehouse whose receipts are ac- 
ceptable as collateral and when the com- 
modities thus stored are to be used in 
production it is usually necessary to ship 
the merchandise to the plant, thus in- 
volving transportation, time and _ labor. 
In the case of field warehousing, how- 
ever, the warehouse is, in fact, operated 
on the premises of the borrower—where 
the materials are readily available for 
use. 

The operation of a field warehousing 
facility is simple. A responsible field 
warehouseman, of which there are sev- 
eral operating on a national scale, sets 
up a facility on the premises of the bor- 
rower by leasing suitable storage space— 
he makes an accurate inventory of the 
merchandise to be stored, issues his re- 
ceipts therefor and places the goods under 
the care of his custodian. The receipts are 
then accepted by the bank as collateral. 
This arrangement relieves the borrower 
of having his funds invested in inventory 
and is particularly valuable as an aid to 
seasonal businesses. 

Assigned accounts receivable financing 
offers another method of financing the 
smaller credit risks. As you probably are 
aware there are two such methods involv- 
ing the same principle—the notification 
method and the non-notification method. 
In the first instance the buyer of the con- 
cern’s merchandise is notified that his in- 
voice has been assigned to the bank and 
payment should therefore be made direct 
to the bank. The non-notification method 
permits the borrower to collect the out- 
standing receivables and upon receipt of 
the remittance it is paid over to the bank. 
There are important legal considerations 
in connection with this type of financing 
and while the method usually involves 
much detailed work, it is effective as a 
means of financing businesses with lim- 
ited working capital. 


CONSUMER CREDIT 


Probably one of the most important 
types of financing in our present day 
economy, but minimized due to war con- 
ditions, is consumer credit. At the end of 
1941, according to the Federal Reserve 
Bulletin, total instalment credit in use ag- 
gregated 6 billion dollars. The position 
of commercial banks in this field is indi- 
cated by the large volume of consumer 
instalment credit outstanding with the 
banks during the last pre-war year which 
aggregated $1,694,000,000 or about 28 
per cent. of the total. 

While this impressive figure serves to 
show the interest of commercial banks in 
such financing it does not mean that the 
majority of the banks at that time were 
in favor of buying consumer paper di- 
rectly. It is true that many banks were 
indirectly engaged in this business by vir- 
tue of lines of credit held available to 
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finance companies and of which very ac- 
tive use was made before the war. Re- 
cently many banks which have heretofore 
been content to place their borrowing 
facilities at the disposal of finance com- 
panies have surveyed the field of instal- 
ment financing and have decided to en- 
gage in direct financing of consumers. 

It is obvious that with the large num- 
ber of finance companies that will be- 
come active when consumer paper is 
again available and the substantial num- 
ber of banks that will enter this field, the 
consumer who buys on the instalment 
basis is going to be a very popular in- 
dividual with these competitive groups. 

Present day commercial banking has so 
broadened its functions that in addition 
to those loaning facilities which we look 
upon as most common, there are several 
forms of lending which we might classify 
as special types although some of them 
are not particularly new. Under this cate- 
gory we might include, loans against cash 
value of life insurance policies, F.H.A. 
loans, G.I. loans, loans against the assign- 
ment of rents and air transport equipment 
loans. 


CREDIT POOLS 


Immediately after the war, there may 
be companies which will require an 
amount of bank credit larger than that to 
which they would be entitled under usual 
banking procedure. It is considered im- 
portant to the national economy that such 
concerns get into peacetime production 
as rapidly as possible and to assist in 
this transition the American Bankers As- 
sociation has sponsored the establishment 
of regional credit pools throughout the 
country where any loan of this type, 
which is too large for the local bank to 
handle, may be offered for consideration. 
The Bank Credit Group of New York 
City was formed by twenty-seven banks 
whose agreed participations aggregate 100 
million dollars. The total of such partici- 
pations in credit pools already formed in 
the country amount to over 500 million 
dollars. 

Regardless of all the foregoing meth- 
ods of borrowing now available to bor- 
rowers, the most orthodox method, as de- 
termined by usage, continues to be the 
straight note under lines of credit. This, 
of course, is the most widely used and 
best known of borrowing facilities and its 
self-sufficiency has been largely respon- 
sible for retarding the introduction of 
specialized forms of credit. 

The managements of many corporations 
have for years found no necessity of es- 
tablishing lines of credit with their banks 
as their financial position has been so 
strong that they could foresee no possible 
use for such facilities. In the past years, 
such an attitude may have been justified 
but not so today. 
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General upheaval of the world economy, 
the uncertainty of the mood and method 
of government, the sudden impact of un- 
foreseeable developments, all tend to con- 
fuse and befuddle the situation so that 
it is extremely difficult to chart a proper 
course. 

With such conditions prevailing it 
would seem advisable even for a finan- 
cially strong business to insure against 
all eventualities and one of the most rea- 
sonable methods of providing against the 
demand for funds is a line of credit at 
the company’s bank. 

If we could now have before us a pic- 
ture of the immediate postwar situation 
our problems would be greatly simplified 
but, unfortunately, no one knows just 
what will develop when the war ends. 
There may, on the one hand, be complete 
cancellation of war contracts, or, on the 
other hand, there may be a gradual re- 
lease of contractors from their contractual 
obligations. It does not require much 
imagination to picture a manufacturer 
who has practically all his liquid assets 
invested in cancelled war orders, as being 
anxious to get into civilian production 
and protect his market against competi- 
tors who may be in a more favorable 
position. His ability to borrow or receive 
advances prior to that time was predicated 
upon his war production contracts, but 
now without contracts he must await pay- 
ment or partial payment of his claims or 
arrange other financing. This prompts 
me to mention briefly V and T loans. 
Some of you have perhaps had direct ex- 
perience with these types of loans or at 
least have explored the advisability of en- 
tering into an agreement applicable to 
such loans. 

The trend of war financing is reflected 
by the summary of the Federal Reserve 
Board for war. production loans guaran- 
teed by government agencies, as of Janu- 
ary 31, 1945. This discloses a decline in 
the amount actually borrowed for the 
seventh consecutive month. The total out- 
standing on January 31 was $1,700,632,- 
000, which represents a considerable re- 
duction from the high of $2,083,435,000 
on July 31, 1944. 

It should be noted, however, that de- 
spite the shrinkage of loans outstanding, 
the volume of commitments to make war 
production loans continues to increase as 
many industries in their desire to hedge 
against the end of hostilities, take advan- 
tage of the termination feature. The 
aggregate amount of such commitments 
reached a new high on January 31, 1945 
of $9,407,853,000. Thus the amount ac- 
tually borrowed on January 31 was only 
18 per cent. of the commitments. 

Probably all renewals of ‘“V” loan 
agreements now provide in the borrow- 
ing formula for the eventuality of con- 
tract termination. While there is no such 
official designation as a “VT” loan, 





agreements under regulation V now al- 
most universally recognize the “T” or 
termination factor. 


V-T Loans 


I will not attempt to describe “V” of 
“T” loans in detail as you probably are 
fully aware of the principal points in. 
volved in such financing. There is, how. 
ever, one point which it may be advisable 
to emphasize at this time. Up to early 
September of last year, Section 6 was an 
integral part of the Guarantee Agreements 
issued by the Services. That section con- 
cerned the right of the borrower to te- 
quest a waiver of interest and a suspen- 
sion of maturity on a portion of the loan 
based upon the amount of cancelled con- 
tracts. In the presence of Section 6, a 
“V” loan agreement might be kept tech- 
nically alive during the full time the 
suspended portion of the obligation was 
outstanding and unsettled. The borrower 
was thereby assured of a measure of te- 
lief from refinancing problems during the 
period of suspension. 

The passage of the Contract Settlement 
Act caused the Services to eliminate Sec- 
tion 6 and now all new “V” loans and 
many of the old ones, by amendment, no 
longer enjoy the privilege of suspension 
of maturity. Under the new form all obli- 
gations are due and payable on the ex- 
Piration date of the “V’ loan agreement. 
It would, therefore, seem advisable for 
borrowers who have not done so, to plan 
for the transition from a matured “V” 
loan into a similar or other form of credit 
so that, if the change is necessary, it can 
be accomplished smoothly and without 
delay. 

Continuation from the termination of 
a ““V” loan may be accomplished in sev- 
eral ways such as: 


1. Consummation of a new “V” loan. 
This can be done only if the company 
is still engaged in production under 
war contracts. : 

2. By aT” or Termination loan. 

3. By the financing institution taking 
over the entire obligation for its own 
account without a service guarantee. 

4. By arranging for advances from the 
service concerned, on the basis of the 
termination claims submitted to the 
government or to a contractor in a 
higher tier. 


“T” or Termination Loans are one of 
the procedures that result from the Con- 
tract Settlement Act of 1944. As a matter 
of interest the declared objectives of the 
Contract Settlement Act are: 


1. To facilitate maximum war production 
and expedite reconversion from wat 
production to civilian production; 

2. To assure all prime and subcontractors 

speedy and equitable final settlement 
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of their claims under terminated war 
production contracts; 

3, To provide adequate interim financing 
pending such final settlement; 

4, To assure uniform policies among all 
Government contracting agencies in 
the administration of such settlements ; 

5. To facilitate efficient use of materials 
and manpower by advance notice of 
termination ; 

6. To assure expeditious removal of in- 

ventories from plant; 

. To provide practical methods to pro- 

tect the Government’s interest upon 
Contract Settlement. 


— 


As V loans were initiated to aid in war 
production contracts, so T loans have been 
originated to finance the termination 
claims arising under such contracts. The 
Contract Settlement Act defines a termi- 
nated war contract as a war contract 
which has been terminated in whole or 
in part. In other words while a war con- 
tract must be terminated to qualify for 
advances under a ““T”’ loan, it may have 
but a portion of it cancelled and still 
conform to this requirement. Thus prac- 
tically the full value in a war produc- 
tion contract can be borrowed under a T 
loan when a portion of it is cancelled. 
I should like to emphasize the importance 
to all those who are engaged in war pro- 
duction and who have not arranged pro- 
tection against cancellation of contracts, 
of considering the advisability of enter- 
ing into a ““T”’ loan agreement; especially 
those companies which are financially 
greatly inflated as the result of war con- 
tracts which are largely subcontractors. 

Relatively few ““T’’ loans have been 
consummated up to this time. The rea- 
sons seem to be that cancelled contracts 
have been replaced by new ones; volume 
of production has been fairly steady; the 
services have been reasonably prompt in 
the settlement of claims and generally it 
has been the feeling that everything 
would work out properly and promptly, 
for the time being, and when and if, the 
situation changed, a ““T”’ loan or similar 
arrangement could be entered into in am- 
ple time. 

It is indeed possible that the situation 
may work out in accordance with the 
most optimistic plans of the contractor 
to get out from under when the time 
comes for adjustment to peace time opera- 
tion. There are, however, so many fac- 
tors which will undoubtedly affect the 
problem of settling termination claims 
that it seems good judgment to be pre- 
pared. With the tax rates what they are 
today; the cost of entering into a “T” 
loan commitment is so small that it offers 
one of the lowest cost forms of insurance 
4 contractor can carry. The advantage 
should be apparent of consummating such 
an arrangement before wholesale termina- 
tions occur. 
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The outlook for interest rates consti- 
tutes a phase of business planning in 
which all of us are naturally much inter- 
ested. While I lay no claims to any 
powers of clairvoyance in the field, we 
do have some fairly definite bench marks 
as to what the general pattern of interest 
rates is likely to be in the early postwar 
period. 

In recent years, as you all know, our 
monetary, banking and fiscal authorities 
have played an important if not a con- 
trolling part in determining the level of 
interest rates; and there is little reason to 
question that this will continue to be the 
case. In view of the great expansion which 
has occurred in the federal debt and the 
fact that for years to come the cost of 
servicing this debt will be a highly im- 
portant element in the federal budget, the 
Government is very directly concerned 
with the level of interest rates. 





Do You Wish to Sell Your Copy 
of “Controllership?” 


Because all available copies of The In- 
| stitute’s publication, ‘Controllership: 
Its Function and Techniques” by John 
MacDonald, have been sold, the Con- 
trollers Institute of America is interested 
in purchasing copies from individuals 
willing to sell them in order that it may | 
meet continuing requests for the publi- | 
cation. 

Copies of the book should be in good 
| condition and will be repurchased by 
The Institute at $2.00, the original pub- | 
lication price. 

Please send the book direct to: Con- 
trollers Institute of America, 1 East 42 
Street, New York, 17, N. Y. 











Various prominent spokesmen for the 
Government, closely identified with its 
banking and fiscal policies, have re- 
peatedly indicated in public statements 
during recent years that they intend to 
follow policies which will maintain in- 
terest rates at relatively low levels. The 
devices at the command of the Govern- 
ment in this respect are very powerful in- 
deed and without attempting to outline 
them in detail, it is sufficient to mention 
only one or two of the principal ones 
such as the power to reduce member bank 
reserve requirements and the power to 
increase the expansibility of bank credit 
through Federal Reserve open-market 
operations. 

The interest rate structure is stratified 
upon a basis of credit risk and, although 
the relationships between various types 
of credit are by no means rigid, neverthe- 
less it is true that in the long run the 
rates on different grades of paper tend 
to move in the same direction, other con- 
ditions remaining unchanged. Conse- 
quently there is good basis for the belief 
that the maintenance of relatively low 
open-market rates of interest, as exem- 
plified by yields of U. S. Government 
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obligations, will find reflection in com- 
paratively low rates on bank loans to cus- 
tomers of good credit standing. 

The. question may arise in the minds 
of some of you as to the availability of 
bank funds for loans in immediate post- 
war period. The ability of the banking 
system to supply credit is a function of 
its reserve position. Although many fac- 
tors have a bearing upon the reserve posi- 
tion of the banks, our monetary and bank- 
ing authorities during recent years have 
so governed their operations as to main- 
tain the reserve balance of the banks well 
above their legal requirements so that they 
in turn could freely accommodate all le- 
gitimate demands for credit. For some 
time past the reserves of the banking sys- 
tem have been held at a level averaging 
around $1 billion in excess of their legal 
requirements. Considering the banking 
system as a whole, these excess reserves 
could support an increase in loans ap- 
proximately $6 to $7 billion, which is 
more than half as great as the total loans 
now held by all the weekly reporting 
member banks in 101 cities and approxi- 
mately 25 per cent. of the total loans of 
the entire banking system. More impor- 
tant still is the fact mentioned above, 
namely, that our monetary and banking 
authorities have it within their power to 
add tremendous amounts to the “free” 
reserves of the banking system and that 
they are committed to an easy money 
policy. From the bankers’ point of view 
there is less reason to be concerned about 
the availability of funds to meet probable 
loan demands than there is about the 
problem of finding suitable loan outlets 
to keep available funds employed. 

We may conclude from the foregoing 
that although loans under lines of credit 
continue to be the preferred form of bor- 
rowing for those who can qualify for such 
facilities, bank loans have been consid- 
erably liberalized as to terms and broad- 
ened as to types, so that, practically any 
enterprise entitled to credit may be accom- 
modated by the application of one or 
more of the existing forms. While it now 
appears that funds will be available and 
interest rates will be attractive, prudent 
management, in spite of the sound financial 
condition which may now exist would, as 
a matter of precaution, arrange for the 
availability of bank credit before the need 
arises. 

In the case of those contractors and sub- 
contractors engaged in war production 
who will have immediate need of funds 
when the period of heavy termination sets 
in, too much emphasis cannot be placed 
upon the advisability of negotiating a ‘‘T” 
loan now, in the event they have not al- 
ready provided for such protection. 

As a final comment you may be as- 
sured that the banks are ready and willing 
to cooperate fully in assisting to meet the 
problems ahead. 











Relations Between Controllers and 


Independent Public Accountants 


As a basis for the discussion of the 
relations between controllers and inde- 
pendent public accountants, I might 
first review the principal functions of 
each profession. 

My business experience has been ac- 
quired entirely while engaged in public 
accounting work. However, I have had an 
opportunity to work closely with many 
controllers and to observe the functions 
of controllers in many companies. 
While the functions of controllers are 
not the same in all companies, certain 
functions seem to be common to most 
companies, such as: 


1. Installation and supervision of all 
accounting records of the company. 

2. Establishment, subject to the ap- 
proval of the president and the board of 
directors, of the broad accounting policies 
of the company. 

3. Installation and maintenance of the 
systems of internal accounting control 
and check, including usually the direction 
of the internal audit work. 

4. Preparation and interpretation of all 
financial statements and operating reports. 

5. Preparation of forecasts and budgets 
covering all activities of the company. 

6. Preparation and interpretation of all 
statistical records and reports of the com- 
pany. 

7. Preparation of all tax returns and 
reports for governmental agencies. 

8. Administration of all personnel en- 
gaged in accounting work. 


The procedure followed by companies 
in the appointment or election of con- 
trollers is not consistent. In those or- 
ganizations where the ¢ epee is 
made by the president of the company 
it logically follows that the controller 
would be responsible to the president of 
the company. The preferable arrange- 
ment, and fortunately the trend has 
been to the preferable arrangement, is 
for the controller to be elected by the 
board of directors so that he would re- 
port directly to them. The controller 
should consult with operating and 
policy making officials but his primary 
responsibility should be to the board of 
directors and the stockholders. 

Independent public accountants per- 
form various services for management 
such as the installation or revision of 
accounting and cost systems, prepara- 
tion and review of income tax returns 
and reports required for filing with 
governmental agencies, assistance in the 
preparation of the financial statements 
and other accounting data required to 
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be submitted to the Price Adjustment 
Boards in connection with renegotia- 
tions proceedings and contract termina- 
tion claims, investigation of controver- 
sial issues, and assistance in accounting 
matters arising in connection with law 
suits. 

During the last few years, independent 
public accountants have been called upon 
to perform various services for govern- 
mental agencies. When it seemed in- 
evitable that we would be forced to be- 
come an active participant in World 
War II, the Reconstruction Finance 
Corporation and certain of its subsidi- 
aries, Defense Plant Corporation, Rub- 
ber Reserve Company, Metals Reserve 
Company and Defense Supplies Cor- 
poration, engaged in financing the op- 
erations of plants for the manufacture 
of war material, and the acquisition, 
storage, and disposition of critical ma- 
terials by private businesses and in- 
dividuals under specific agreements 
executed between the appropriate gov- 
ernmental agency and the private busi- 
ness or individual. The agreements pro- 
vide for post-audits of the operating 
records maintained in connection there- 
with. As you already know the services 
of independent public accountants have 
been and are now being utilized to make 
those audits. 

Probably the most important service 
rendered by independent public account- 
ants is in connection with the examina- 
tion of financial statements. During the 
course of such an examination the pub- 
lic accountant makes such tests of the 
accounting records and other support- 
ing data as he considers necessary in 
order to express an independent opinion 
as to whether the representations of the 
management regarding the company’s 
financial statements present fairly the 
financial position of the company in ac- 
cordance with accepted principles of 
accounting applied on a basis consistent 
with that of the previous accounting 
period. 


The controllers and public account. 
ants perform separate tasks for man- 
agement and the functions of each 
profession can not be taken over by the 
other profession. For example, the Se. 
curities Acts of 1933 and 1934 require 
that management make available to in. 
vestors reasonably accurate and complete 
information relative to the financial af. 
fairs of the company, and that such 
data be examined and reported upon by 
independent public accountants. 


SEC VIEWPOINT 


In one of the decisions of the Secuti- 
ties and Exchange Commission it was 
pointed out that “The fundamental and 
primary responsibility for the accuracy 
of information filed with the Commis- 
sion and disseminated among the in- 
vestors rests upon management. Man- 
agement does not discharge its obliga- 
tions in this respect by the employment 
of independent public accountants, how- 
ever reputable. Accountants’ certificates 
are required not as a substitute for 
management’s accounting of its stew- 
ardship, but as a check upon that ac- 
counting.” 

The preparation of such information 
is assigned by management to the con- 
troller of the company and should not 
be undertaken by the public accountant. 
On the other hand, the requirement for 
an independent opinion on the finan- 
cial statements is not met where the per- 
son who expresses the opinion is not in 
fact independent. The controller, there- 
fore, cannot express an independent 
opinion on financial statements pre- 
pared by him or under his supervision. 

There are certain tasks, however, 
which the controller and public ac- 
count may undertake together. For ex- 
ample, the scope of the examination of 
the financial statements by the public 
accountant is sometimes defined by the 
stockholders or the board of directors 
of the company but frequently the scope 





certified public accountants. 


TIME FOR REAPPRAISAL 


The intensified activity confronting controllers and financial officers during 
the war years has made desirable a reappraisal of the relations between con- 
trollers and independent public accountants which is the subject of this paper 
by Mr. Jordan, which he delivered at the January 25 meeting of the Houston 
Control of The Institute and the Houston Chapter of the Texas Society of Certi- 
fied Public Accountants. Mr. Jordan is connected with Price Waterhouse & Co., 


—THE EDITOR 
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is, subject to certain minimum require- 
ments, determined as a result of discus- 
sions between the controller, as their 
representative, and the public account- 
ant. The extent to which the public 
accountant should carry his tests and 
the records which should be made avail- 
able to him are matters which should be 
determined by the public accountant and 
not by the management or the con- 
troller. 

The annual examination of the f- 
nancial statements of the company 
would be greatly facilitated if the con- 
troller discuss with the public account- 
ant throughout the year current ac- 
counting problems and contemplated 
changes in accounting principles and 
procedures and the system of internal 
control. The relations between the con- 
troller and the public accountant should 
develop such an understanding between 
the two that they are able to discuss 
such matters frankly. The discussions 
should result in more acceptable deci- 
sions as the controller has an intimate 
knowledge of the detailed operations 
of the company and of the policies of 
management and the har accountant 
has independence, a diversified experi- 
ence, and a detached viewpoint. 

If the controller and public account- 
ant are not able to reach an agreement 
in the matter, each one will know the 
basis for the position taken by the other. 
If the decision affects the manner in 
which transactions are reflected in the 
financial statements the controller will 
know whether or not those transactions 
in the opinion of the public accountant 
will be stated in accordance with ac- 
cepted principles of accounting and ac- 
cordingly whether the public accountant 
will take exception in his opinion para- 
graph to the pol statements of the 
company. If a change in accounting 
principles or procedures is made, ar- 
rangements can be made for the prepar- 
ation currently of the necessary data 
showing the effect of such change on 
the financial statements for the year. 

It is highly desirable that contem- 
plated changes in the system of internal 
control be discussed with the public 
accountant. The extent of the work un- 
dettaken by the public accountant to 
enable him to express an independent 
Opinion on the financial statements of 
the company is based largely upon the 
effectiveness of the company’s system of 
internal control. Because of manpower 
shortages and the inexperience of new 
employees, there is a tendency to con- 
solidate the duties of key personnel and 
to give them greater responsibilities. 
In some instances this has resulted in a 
less effective system of internal control. 
When the public accountant is apprised 
of the change he may have no alterna- 
tive but to undertake additional work 
on the accounts. If the proposed change 
had been discussed with the public ac- 
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countant, it is possible that he would 
have dissuaded the person. who was re- 
sponsible for making the change. 


INTERNAL AUDITING 


An essential part of an effective system 
of internal control is the internal audit- 
ing. This is recognized in Rule 2.02 of 
Regulation S-X of the Securities and 
Exchange Commission which - states 
“In determining the scope of the audit 
mecessary, appropriate consideration 
shall be given to the adequacy of the 
system of internal check and control. 
Due weight may be given to an internal 
system of audit regularly maintained by 
means of auditors employed on the reg- 
istrant’s own staff.” In the larger or- 
ganizations, the internal auditing is 
usually delegated to a staff of internal 
auditors. In some instances the internal 
auditors are employees of the parent 
company and in those cases they have 


considerable latitude in the scope of 


their work. Their examinations, there- 
fore, may be undertaken with a greater 
degree of independence than in those 
companies where the internal auditors 
work under the direction of the control- 
ler of the company whose accounts are 
examined. 

When an internal audit staff is main- 
tained, the work of the internal auditors 
and the public accountants should be coor- 
dinated in order that unnecessary dupli- 
cation of work may be avoided and the 
work of the public accountant reduced 
to a minimum consistent with good 
auditing practice. It is particularly im- 
portant today that every effort be made 
to reduce the amount of work which 
the public accountant must perform be- 
fore expressing an independent opinion 
on the financial statements of a com- 
pany. The public accounting firms are 
undertaking a tremendous amount of 
work in connection with war activities, 
and they have found it increasingly 
difficult to secure and train a sufficient 
number of capable assistants to do the 
work. 

Early in the war, it was recognized 
that public accounting firms would be 
faced with this problem and you recall 
that the joint report by the Committee 
on Auditing Procedure of the American 
Institute of Accountants and the Com- 
mittee on Practice and Procedure of the 
New York State Society of Certified 
Public Accountants recommended “It is 
generally recognized that the present 
war emergency has created a difficult 
situation for public accountants as for 
most other professions and _ business 


generally. It is the opinion of your com- 
mittee, however, that during this emer- 
gency the standards of professional work 
should not be lowered and that auditing 
procedures now in force should be main- 
tained.” 

The inference was obvious. The pub- 
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lic accountant might find it necessary 
to limit the number of his engagements 
so that the work which he accepted 
might be performed in accordance with 
the high standards of the profession. 

As previously mentioned, wartime 
conditions have necessitated certain 
changes which in some cases have re- 
sulted in a less effective system of in- 
ternal control. In those cases, the need 
for more extensive examinations by in- 
ternal auditors increased at a time when 
the internal audit staff was depleted by 
loss of trained personnel. In order that 
industry may derive the greatest benefit 
from the services of the available 
trained accountants, the controller and 
the public accountant should coordinate 
to the fullest extent the work of the 
internal auditors and the public ac- 
countant. 


STEPS IN COORDINATION 


The first step in the coordination of 
their work should be the preparation 
by the internal auditors of a detailed 
memorandum setting forth the scope 
of the work to be undertaken by them. 
That memorandum should be reviewed 
by the controller and the public ac- 
countant. The public accountant should 
then review the detailed programs of 
his work for the purpose of eliminating 
any unnecessary duplication of work 
done by the internal auditors. The pub- 
lic accountant must carry out certain 
auditing procedures himself, and while 
the work undertaken by the internal 
auditors may permit him to curtail cer- 
tain features of his work, it will not re- 
lieve him from carrying out some por- 
tion of such auditing procedures in 
order that he will be in a position to 
express an informed opinion. 

Some examples of how the work of 
the public accountant has been coordi- 
nated with that of internal auditors so 
as to keep the duplication of work to a 
minimum follows: 


1. One company has several large 
branches each of which has substantial 
cash balances. The detailed work in con- 
nection with the cash transactions for one 
month during each year is undertaken at 
certain of the branches by the public ac- 
countant and at other branches by the in- 
ternal auditors. The public accountant, 
of course, selects the places which he de- 
sires to visit. 

2. One company has a number of re- 
tail stores. The internal auditors make an 
examination of the records of each store 
at least once each year. During the 
course of the examination, physical inven- 
tories are taken jointly by store employees 
and the internal auditors, and the differ- 
ences between the stock control records 
and the physical inventories are investi- 
gated by the internal auditors. The public 
accountant attends the offices of a few 
stores each year to observe the procedures 
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followed by the internal auditors, and 
the store employees in taking the inven- 
tories and to review with the internal 
auditors the scope of their examination 
and the working papers prepared in con- 
nection therewith. As a result of such 
observation the public accountant is able to 
satisfy himself that the work of the internal 
auditors at those stores was carried out on 
an acceptable basis and that he is justified 
in accepting the work carried out by them 
at the other stores of the company. 

3. The circularizations of accounts re- 
cetvable of some companies are under- 
taeen jointly by the internal auditors and 
the public accountants. The public ac- 
countant selects the accounts which he in- 
tends to circularize, and the internal au- 
ditors circularize all or certain of the 
remaining accounts. The results of the 
circularization by the internal auditors are 
made available to the public accountant 
and the results of the circularization by 
the public accountant are made available 
to the internal auditors. If such work 
were not undertaken by the internal. au- 
ditors the public accountant would prob- 
ably circularize a greater percentage of 
the accounts. 

In the joint circularization work, the 
internal auditors may prepare the re- 
quests for confirmation on the accounts 
selected for confirmation by the public 
accountant. The information shown .on 
such requests is then checked back to the 
accounts receivable ledgers by the public 
accountant. The requests are mailed by 
and returned to the public accountant who 
after making notations of the differences 
reported by customers turns the confirma- 
tions over to the internal auditors for in- 
vestigation. The confirmations are re- 
turned to the public accountant with de- 
tailed explanations of the differences and 
he makes such tests of the explanations 
and such further investigation as he con- 
siders desirable. 

In order that the public accountant 
may have complete information as to 
the scope and results of the work un- 
dertaken by the internal auditors, ar- 
rangements should be made by the con- 
troller for the preparation of comprehen- 
sive reports on the examinations made by 
the internal auditors and those reports to- 
gether with the detailed working papers 
of the internal auditors should be made 
available to the public accountant. 

In addition to the auditing work 
which may be performed by the in- 
ternal auditors, the controller and pub- 
lic accountant might arrange for the 
preparation by the company’s staff of 
certain schedules and statements which 
will be required by the public account- 
ant in connection with his examination. 
Those schedules and statements include 
such items as: 


1. Copies of the bank reconciliations 
showing details of outstanding cheques. 
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2. Aging analysis of the accounts re- 
ceivable. 

3. List of notes receivable showing 
pertinent information relative to the notes 
and collateral. 

4. List of marketable securities. 

5. Analysis of fixed assets and related 
reserves, supported by detailed lists of the 
principal additions to and retirements of 
fixed assets during the year. 

6. Summary of prepaid and deferred 
charges and supporting schedules show- 
ing computation of prepaid and deferred 
portion. ; 

7. Analyses of liability and reserve ac- 
counts, such as accrued wages, accrued 
property taxes, reserves for federal in- 
come and excess profits taxes, and reserves 
for contingencies. 

8. Analyses of various profit and loss 
accounts. 


In an organization which does not 
maintain a separate internal audit staff 
certain portions of the work normally 
undertaken by the public accountant 
may be performed by the company’s 
employees, but since those employees 
have not been trained in auditing work 
it is clear that the amount of auditing 
work which they can perform for the 
public accountant is limited. 

At the completion of the examination 
the public accountant should bring to 
the attention of the management, pref- 
erably by letter, the apparent weak- 
nesses in the system of internal control, 
which came to his attention during the 
course of the examination and his sug- 
gestions for strengthening the system of 
internal control. The letter should be 
reviewed in advance with the controller 
so that it may be reduced to essentials and 
to suggestions which are practical. 

It should be understood that the re- 
view and tests of the system of internal 
control by the public accountant should 
not be accepted as an appraisal of the 
system of internal control. It is the 
responsibility of management with the 
assistance of their controller to weigh 
costs against risk in making decisions 
affecting the system of internal control. 

Reference has been made to the vari- 
ous types of services which the public 
accountant may render for a client 
such as advice with regard to account- 
ing methods and problems, the installa- 
tion and revision of the accounting and 
cost systems, the preparation and re- 
view of tax returns, assistance in con- 
nection with the settlement of tax con- 
troversies, and assistance in accounting 
matters relative to renegotiation and 
contract termination. The public ac- 
countant may also be asked to consult 
with the officers of the company and to 
present information which may be help- 
ful in making decisions, particularly 
where taxes are involved. Such discus- 
sions should lead to a closer relation- 
ship of confidence and cooperation be- 








tween the controller and public ac. 
countant. 

It has been previously stated that the 
work of the public accountant may in. 
clude the examination on behalf of 
the government of records maintained 
by the operator, his regular client, in 
connection with the operation of war 
plants under agreements with the Re. 
construction Finance Corporation or one 
of its subsidiaries. The question has been 
raised: Can the public accountant act 
in the capacities, to which I have just 
referred, without prejudice to his in. 
dependence? Much has been said and 
written during recent years regarding 
the independence of public account- 
ants, and I think there is today a much 
better understanding of what is meant 
by the term “independence” when ap. 
plied to the public accountant. 

The position of the public accvunt- 
ing profession in the matter was aptly 
expressed in an editorial in the Journal 
of Accountancy for March, 1944 from 
which the following excerpt was taken: 


“There are two approaches to the prob- 
lem of independence. One is the applica- 
tion of what has been called objective 
standards, that is, rules describing cer- 
tain relationships, which the accountant 
must avoid or be found lacking in inde- 
pendence. An example is the generally 
accepted rule prohibiting the holding by 
an accountant of a substantial financial 
interest in the company which he audits. 
The other approach originates in the rec- 
ognition that independence is an attitude 
of mind and a manifestation of integrity 
and character. Those who hold this view 
maintain that independence should be 
challenged only for specific cause, such as 
lack of full disclosure, or willful or care- 
less misstatement, but not merely because 
an accountant has rendered a client vari- 
ous professional services generally recog- 
nized as entirely proper, while serving 
also as independent auditor. 

“In clarifying the position of the pro- 
fessional certified piMblic accountant, 
proper weight should be given to both 

oints of view. Character, integrity, and 
enlightened self-interest are the funda 
mental bases of independence. The pro- 
fession itself readily agrees that one should 
not audit his own accounts, but it does 
not recognize the validity of an. assertion 
that an auditor impairs his inde pendence 
merely by helping the client to interpret 
and record a single transaction. Between 
these two extremes there could be man) 
debatable situations. - 

‘It would be uhfair to impute subcon- 
scious bias as ground for finding an at- 
countant to be lacking in independence 
when no reasonable objective standard 
has been violated and there is no evidence 
of an error of omission or commission. 
The accountant should not be put ito 


(Please turn to page 281) 
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Stockholder Surveys Provide 





Guide-Posts for Management 


Over a period of years, the manage- 
ment of General Foods Corporation has 
found stockholder surveys a good invest- 
ment. Because this program of stockholder 
surveys has developed wide interest 
among controllers and financial officers, 
Edwin B. Dooley, Director of Public 
Information of General Foods Corpora- 
tion, whose responsibilities include the 
ascertainment of stockholders’ reactions 
as well as the development of improved 
stockholder relations, was asked to dis- 
cuss some of the highlight experiences 
gained by General Foods executives from 
these stockholder surveys. 

Each year since 1940, Mr. Dooley told 
me, several thousand stockholders have 
contributed generously of their time to 
answer questionnaires dealing with the 
GF annual report, company activities, and 
company policies. Aside from direct coun- 
sel on the type of annual reports which 
the owners of the business prefer, these 
mail surveys have been of value in sev- 
eral other ways: 


1. They give assurance that the manage- 
ment is not “high-hat’; that it con- 
scientiously is protecting investors’ in- 
terests. 

. They create good will. Typical and 
frequent stockholder comment: “This 
is the first time any company has made 
me feel I could contribute directly to- 
ward its success.” 

. They uncover misinformation about the 

company or its products, which easily 

is corrected by personal letter. 

They reveal misunderstanding about 

company policies—thus enabling the 

management to present its side of the 
case effectively. 


rm 


Ww 
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Last fall, I learned, there was a feeling 
on the part of some of the company’s 
executives that the annual report for 1944 
should be curtailed in scope because of 
the paper shortage. A six-part question 
on this subject of the annual report was 
included in the questionnaire which was 
mailed to shareholders in November. Re- 
plies indicated that the owners who re- 
plied overwhelmingly wanted about the 
same type of report that they had received 
in former years. Those who voted for 
More text, charts, and pictures exceeded 
those who wished less text and fewer 
charts and pictures. Consequently, it was 
casy to decide that the 1944 report should 

about the same size and character as 
those of recent years. 


By Paul Haase 


From incorporation in 1922 until 1930 
little formal effort was made to activate 
a stockholder relations program in Gen- 
eral Foods. Up to 1928 there were only 
4,019 shareholders. But by late 1929 the 
number had jumped to more than 17,000. 
Early the next year the company estab- 
lished a department of stockholder and 
public relations. 

It was in the 1930 report that the com- 
pany studiedly started using its annual 
report as a constructive implement of 
stockholder relations. In introducing that 
year’s book, C. M. Chester, who then was 
president, wrote: 


“As in the preceding two years, 1930 
was marked by a large growth in the num- 
ber of General Foods stockholders. Ac- 
cordingly, the annual report for 1930 
has been prepared in detail to inform new 
stockholders and to provide a review for 
stockholders of longer standing.” 


“Do It BETTER” 


Each year since then it has been the 
management's goal “to take last year’s re- 
port and to do it better’; to issue a re- 
port that is easily read and understood, 
with a minimum of legal verbiage; a re- 
port that even those employees who are 
most familiar with the activities of the 
year will find interesting; a report that 
brings the business close to the stock- 
holder living either in a large city, a 
small town, or on the farm. 

GF executives believed they were suc- 
ceeding in their purpose. They receive 
a pleasing stream of unsolicited ‘‘fan 
mail’ of this tenor: 


“The report was excellent. It tells as 
simply and directly as possible the things 
one wants to know and it illustrates our 
products attractively.” 

“I think our last annual report is the 
best received from any company in which 
I am a stockholder.” 


“One evening last week I spent an 
interesting hour with the report from 
General Foods. I am an accounting in- 
structor in a large high school, and in 
that capacity recetve many annnal reports. 
From the point of view of interest, I find 
the reports of General Foods outrank 
others. My accounting students were par- 
ticularly interested in the pictorial bal- 
ance sheet and income-expense charts.” 


Then one day, a few years ago, the 
president received a letter from a stock- 
holder criticizing the report because “‘it 
is extravagant to use gold ink as a sec- 
ondary color throughout the booklet.” 
Even though the total premium cost for 
gold ink for that year was only $35 over 
any other secondary color, and even 
though this critical stockholder was a 
printer by trade—with a letterhead in six 
colors—his complaint was given consid- 
eration. 

Such attention to detail seemed natural 
enough to the management, for its mem- 
bers were engaged in selling fast-moving 
consumer goods. Each day several mil- 
lion housewife-shoppers purchased them, 
opened the packages, prepared meals for 
their families. Any complaints, sugges- 
tions, inquiries, or comments ‘quickly 
flowed back to the proper GF depart- 
ments. Management thus was trained to 
be on its toes, alert and eager to hear 
what anyone said who might feel he had 
an opinion to voice. So it became second 
nature for the men and women running 
the company to try to keep in close touch 
with people . . . . people, whether they 
were consumers, employees, suppliers, or 
stockholders. 

Like the “Deacon” in Oliver Wendell 
Holmes’ story of the “One Hoss Shay,” 
GF executives began to look for “the 
weakest spot’’ in their stockholder rela- 
tions program. Upon analysis, it seemed 
to be that, mainly, there was only a one- 
way flow of information—from manage- 








| 
| “As Others See Us” 


It is always important that corporate managements know what “the other 
fellow” is thinking, particularly if he is a stockholder. In this interview with an 
official of General Foods Corporation, by the managing editors of “The Con- 
troller,” the outstanding work of this company is indicated. It reveals a pro- 
gressive viewpoint and a sincere desire to “see ourselves as others see us.” 


—THE EDITOR 
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ment to owner. The problem was to make 
this a two-way current of contact. 

Shortly the solution became obvious. In 
December, 1940, the American Manage- 
ment Association requested the names and 
addresses of 500 typical General Foods 
stockholders. A questionnaire on annual 
reports was mailed to these and to a like 
number of shareholders in each of two 
other corporations. More than 200 GF 
stockholders returned filled-in replies. 
Among other data, these indicated that: 


44 per cent. read annual reports thor- 
oughly 

23 per cent. glance through reports and 
save them 

29 per cent. glance through reports and 
then discard them 

4 per cent. do not pay much attention 
to annual reports 


Replies to the same questionnaire from 
stockholders of the two other corpora- 
tions coincided closely with the forego- 
ing percentages. 

With the May 15, 1941 dividend, Gen- 
eral Foods enclosed a postcard question- 
naire to 10,000 representative common 
shareholders who had received the com- 
pany’s annual report a few weeks earlier. 
Eight questions were asked to determine 
reactions to the report. Replies indicated 
that: 


77.0 per cent. read the 1940 annual re- 
port 

21.3 per cent. glanced through the re- 
port 

1.7 per cent. did not look at the report 


In the same month (May, 1941) along 
with the company’s house organ, 10,000 
almost identical postcard questionnaires 
were distributed to General Foods em- 
ployees at their homes. Replies from em- 
ployees to each of the questions coincided 
closely with replies from stockholders. 


REPORTS TO EMPLOYEES 


In this connection it may be noted that 
General Foods has mailed its stockholder 
report to all employees each year since 
1936. The management believes that a 
modernized and well-rounded report for 
stockholders is as acceptable to employees 
as a so-called special report for employees. 

Data from the postcard survey were 
so helpful and stimulating, management 
decided to go a step further. In Novem- 
ber of 1941 the company mailed a ques- 
tionnaire to all GF common stockhold- 


ers. This study had a two-fold purpose: 


1) To learn what stockholders liked and 
did not like about the 1940 report; and 
2) To learn what subjects and material 
they would like covered in the forthcom- 
ing report for the year 1941. 


Believing readership one good yardstick 
of the adequacy of a publication, the 
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company again sought to find out how 
thoroughly stockholders read the 1940 
report. Although the question was phrased 
differently from the question mentioned 
on the postcard, it will be noted that the 
levels of readership dovetail rather closely. 





The Personal Touch Helps 
Achieve Results 


In connection with its most recent | 
| study, in November, 1944, the stock- 
holders of General Foods were sent 
the following letter by President Aus- 
tin J. Iglehart. 


Dear Fellow Stockholder of GF: 


Once again we are enlisting your 
special cooperation in behalf of Gen- 
eral Foods. 
| During the last four years thou- 

sands of General Foods owners have 
aided the management by filling out 
the annual stockholder questionnaire 
and returning it to us. That this is 
the fourth questionnaire in the series 
indicates the value which we place 
on your opinions and suggestions. 

Because of your assistance, we have 
been able to issue an annual report 
which has received public recognition. 
This year it was awarded the highest 
rating of annual reports published by 
food companies. The award was made 
by a nationally known financial mag- 
azine. 

The opinions which you express in 
the questionnaire may prove helpful 
in carrying out our day-to-day activ- 
ities, as well as in conducting a suc- 
cessful stockholders meeting. 

While the questionnaire is briefer 
this year, the scope of the questions 
has been broadened, and we have 
allowed ample space to express your 
own thoughts in the sections, “boosts” 
or “knocks” for GF. Please do not 
hesitate to speak your mind. 

An early reply to this questionnaire 
will be appreciated. The return en- 
velope does not require a stamp. 











Replies to this question—“‘I am checking 
the extent to which I read the latest Gen- 
eral Foods annual report’—were as fol- 
lows: 


Read it completely...... 53.2 per cent. 


Read it partially........ 31.4 per cent. 


oe 2 ae 5.3 per cent. 
Did not read it......... 1.7 per cent. 
ee err ree 8.4 per cent. 


This questionnaire also encouraged 
stockholders to state their opinions on 
the desirability of including a ‘‘simpli- 
fied financial statement” in the GF re- 
ports. Nearly two-thirds of those replying 
thought a simplified statement “‘advis- 
able’”’—only 9.3 per cent. thought it ‘“‘in- 


advisable.” Consequently simplified bal- 
ance sheets and profit and expense state. 
ments have been features of each report 
starting in 1941. 

From 1941 through 1944, General 
Foods has included in each questionnaire 
a list of subjects which might be te 
viewed in the forthcoming annual report, 
Stockholders were asked to check several 
of the subjects which they would be most 
interested in reading about. Owners also 
were encouraged to volunteer other sub- 
jects for inclusion in the report. Although 
the printed lists of subjects in the ques- 
tionnaires have varied slightly, it is inter. 
esting to compare stockholders’ thinking 
from year to year as revealed in the ac- 
companying table. So far as practicable, 
GF’s management has endeavored to make 
each report's news review of the year's 
activities reflect the interests and em- 
phasis expressed by the stockholders. 

Again in September, 1944, General 
Foods included a question on stockholder 
readership of its annual reports. In a pilot 
questionnaire, addressed to 2,113 com- 
mon shareholders representative of the 
entire ownership body as regards sex, 
geography, and numbers of shares held, 
the following response was obtained on 
the readership of the 1943 report: 


Read “all occ ees 67.2 per cent. 
Did not read all........ 26.9 per cent. 
Not stated 5.9 per cent. 


Those who did not read all of the tre- 
port were asked to state about how much 
of it they did read. The following te- 
plies (a partial list) were volunteered: 


oe She De EE ETE OL 14.5 per cent. 


Read specific parts....... 9.7 per cent. 
Read very little... ..:... 7.2 per cent. 
Read: most Of at) 305. 5: 6.0 per cent. 
Read ‘some Of (it... <. 6.0 per cent. 
Read none of it........ 6.0 per cent. 
Skimimed tt ale; 52 Ps 2s 2.4 per cent. 
Got idea of progress..... 2.4 per cent. 


Don’t know—not stated. .31.4 per cent. 


These questions were repeated in No- 
vember, 1944, in the questionnaire mailed 
to all stockholders and the following te- 
sponse was obtained: 


Read all: cnc vcewciex 67.7 per cent. 
Did :not::sead. all. coo 5: 28.1 per cent. 
Tint Shattered 4.2 per cent. 


To the second part of the question, the 
part-readership group responded, in patt, 
as follows: 


Read financial statements.13.0 per cent. 


Road: 4408 BR. ese 6k. 12.7 per cent. 
Read topics of interest... 8.8 per cent. 
Glanced through it ...... 7.5 per cent. 
Read most of it......... 6.8 per cent. 
Read very little of it..... 3.7 per cent. 
Read some of it......... 2.5 per cent. 
Read earnings, taxes, 
ere 1.9 per cent. 
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Read none of it......... 1.7 per cent. 
Read. charts, pictures, 
Sabalations 7.30.25 .<5 302 1.3 per cent. 


Don’t know—not stated. .34.0 per cent. 


Executives of General Foods recognize 
there may be a human tendency on the 
art of the company’s stockholders to re- 
port a slightly higher than actual reader- 
ship of annual reports. Yet, from com- 
ments on various phases of the business, 
there is considerable evidence that stock- 
holders could have obtained their knowl- 
edge only from perusal of the reports. 


STOCKHOLDERS’ READING HABITS 
ALSO LEARNED 


Furthermore, the 1944 survey which 
revealed that 93.5 per cent. of the GF 
stockholders who returned their question- 
naires say they own stock in other corpo- 
rations, also found that 57.3 per cent. 
read the financial pages of newspapers 
regularly, 21.2 per cent. frequently, 12.3 
per cent. occasionally, the rest seldom or 
not at all; and 48.5 per cent. say they 
read specialized financial publications. 
So, on the other hand, it is not surprising 
that two-thirds of these persons would 
read thoroughly copies of the annual re- 
ports of a company in which they have 
invested. 

During the years General Foods has 
polled its stockholders on many other sub- 
jects. These include: Stockholder promo- 
tion of GF products; current problems 
uppermost in stockholders’ minds; Vic- 
tory Gardening and home canning; phases 
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of GF business considered most important 
in postwar planning; advertising of GF 
products restricted by wartime conditions ; 
lending of GF officials to government 
agencies; ways in which stockholders be- 
lieve the company is either progressive 
or “somewhat behind the times”; what 
stockholders would try to accomplish if 
they were officers of the company; atti- 
tudes toward company research; stock- 
holders’ postwar plans on purchasing 
frozen food equipment; rationing prob- 
lems; opinions on food manufacturers’ 
profits; wartime dividend policy for the 
company; compensation for directors; 
preference for summarized or verbatim re- 
ports of the annual stockholders’ meet- 
ing; election of outside auditors; and 
opinions on how much the company 
should spend to print and mail a copy of 
its annual report. 

Each recent questionnaire has pro- 
vided ample space for stockholder com- 
ments and suggestions. More than half of 
the owners who return their question- 
naires volunteer remarks or make in- 
quiries. These comments total up to 160,- 
000 words a survey and touch upon more 
than a score of vital phases of the com- 
pany’s affairs. 

It is the opinion of many GF execu- 
tives, Mr. Dooley told me as we con- 
cluded our conversation, that the expense 
and effort necessary to make the surveys 
can be justified by the by-product good 
will value alone. Again and again such 
expressions as these crop up in the com- 
ments of stockholders: 
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“I like the scientific and humble way 
of the management, and its willingness to 
learn from the so-called man on the street 
—the stockholder.” 

“You make the stockholders feel they 
really are partners in the business.” 

“I am an old man who lives from the 
income received from -various industries 
and this questionnaire has made about 
the greatest impression on me of any- 
thing yet received from Big Business.” 

“I do not know you well enough to 
say GF has a soul, but you are the most 
human company in which I have an in- 
vestment.” 

"I think you are doing a grand job and 
this questionnaire proves you are trying 
to better it, and we can all always im- 
prove.” 


OCCASIONAL ADVERSE COMMENTS 
IN MINORITY 


Occasionally there is an adverse com- 
ment, but these constitute a very small 
minority, indeed. And that is understand- 
able in the light of the company’s con- 
scious effort to inform its stockholders. 

Reactions to questionnaires and annual 
reports indicate that there is stockholder 
enthusiasm for General Foods. Ideas 
change as time goes on, and so does the 
thinking of G.F. stockholders. That is 
why a survey is made each year. Gen- 
eral Foods feels that it is sound practice 
(1) to keep the stockholders informed 
and (2) to become informed through its 
stockholders. 





1941 


The outlook 

Information on products 
Taxes 

Research activity 
Government relations 
Employee relations 


Taxes 


Defense 
Pricing policy 





Research and new products 
The outlook 

Effect of wartime restrictions 
Government relations 


Employee relations 
Company’s part in National Unfavorable news about GF 
GF’s war efforts 

Consumer relations 


General Foods Stockholders Listed the Topics Below—in Descending Order—as the Subjects They Were Most 
Interested in Having the Company Review in Its Forthcoming Annual Reports. 


1942 1943 


Postwar plans 
Earnings 


Dividends 
Immediate outlook 


Union relations 


Consumer relations Containers Employee relations 
Sales Sales Taxes 
Advertising Raw materials Distribution of food 
Inventories Products Consumer relations 
Advertising New companies 
Successes Products 
Supplies Nutrition 
Advertising 
GF’s war efforts 
Sales 
Containers 
Successes 
Raw materials 


Supplies 


Research and new products 


Unfavorable news about GF 
Effect of wartime restrictions 


Government relations 


1944 


Postwar plans and prospects 

Earnings 

Dividends 

Research 

Unfavorable news about GF 

Consumer relations 

Products 

Policy on new acquisitions 

Taxes 

Employee relations 

Union relations 

Effect of wartime restrictions 

Advertising 

Sales 

What GF does to promote 
nutrition 

Raw materials and supplies 

GF’s war efforts 

Containers 




















Cost accounting, like all accounting, is 
not an end in itself, but only a means to 
an end. Its purpose is to produce such 
information as will help make possible 
an intelligent and efficient administration 
of a business enterprise. But cost account- 
ing procedure is expensive. Therefore, it 
should be introduced only where and to 
the extent that the business management 
can use the information procured by it 
advantageously. The producing of a ‘‘max- 
imum” of information, which might in- 
clude much that is irrelevant to the special 
purposes aimed at by ‘the administration, 
may be impressive, but it indicates mainly 
that energy and money have been wasted. 

The chief objectives of cost accounting 
are the analysis of the costs and their 
proper classification, the computation of 
the unit costs, and, as a by-product, the 
elimination of the physical inventory as a 
prerequisite to the preparation of the bal- 
ance sheet and the profit and loss state- 
ment. In this way, cost accounting helps 
in establishing the basis for a sound pol- 
icy of production, of prices and sales, 
for the control and measurement of the 
efficiency of operations, and for budgeting. 


Cost CLASSIFICATION 


Costs are classified under various as- 
pects. It is customary to classify them on 
the basis of business function and to dis- 
tinguish, thus, between the costs of pro- 
duction, distribution, financing, manage- 
ment, and such extraordinary or normally 
non-recurrent costs as are not allottable 
to the aforementioned cost categories. 
This classification is often necessary for 
internal reasons, wherever the business 
management is interested in the separate 
functioning of the productive, distribu- 
tive, financial, and managerial apparatus 
of an enterprise. The figures thus ob- 
tained are also valuable for purposes of 
comparison with other enterprises, since 
the custom of classifying costs according 
to this viewpoint is fairly general, and it 
is only these figures of other enterprises 
that are usually available. For external 

urposes, this classification is unavoidable 
insofar as the tax authorities and other 
governmental agencies ask for statements 
based on it. This is rather regrettable and 

resents no less interference with private 
‘tt than official price regulation, for 
instance, since it compels every business 
to classify its costs under this aspect, and 
induces many of them to neglect other 
classifications of much greater economic 
usefulness; for the classification on the 


Procedure 


By Harry B. Gutman, C.P.A. 


basis of business function is of very minor 
value to the production and sales policy, 
and the figures produced by it even tend 
to confuse and to mislead the judgment 
of many businessmen. 

Of internal value alone is the classifica- 
tion of costs as direct and indirect costs. 
This classification, however, is indispens- 
able for technical reasons wherever unit 
costs need to be computed, whether these 
units be products, departments, processes, 
geographical or any other units. 

For the purposes of the production pol- 
icy and the sales and price policy, the 
classification of costs as proportional, 
fixed, and mixed costs is of primary im- 
portance. Unfortunately, such classifica- 
tion is very often totally or partially neg- 
lected, to the clear prejudice of those en- 
terprises which control or base all their 
business policies by or upon costs classi- 
fied on the basis of business function. 

If we make use of this classification, 
we may encounter certain difficulties, 
especially where the analysis of the mixed 
costs is concerned. On the other hand, we 
can simplify the costing procedure con- 
siderably by abstaining from the detailed 
analysis of the various fixed costs. It is 
only necessary to analyze carefully the 
proportional costs and those mixed costs 
which contain significant quantities of 
proportional costs, to arrive at an intelli- 
gent price control. Sales policy, therefore, 
should always be based upon the propor- 
tional or, eventually, the marginal costs 
only. If we calculate on the basis of the 
proportional costs, all the various fixed 
costs could be handled as a whole and, 
where this is desirable, distributed upon 
the single units only in percentages. If 
we control our prices and sales policy 
through the marginal costs, a further sim- 
plification can be achieved. In this case, 
it would merely be important to distrib- 
ute the total cost figures among the single 
units without any further analysis with 
respect to the special nature of each cost 
item. With the help of the quantitative 





Simplifications in Cost Accounting 


production figures we can, then, easily 
compute the needed marginal costs. 
These will serve their purpose as well 
as the proportional costs in all cases, in 
which an enterprise is not operating with 
a high degree of over-capacity or under- 
capacity. If it does not, it can be safely 
assumed that the marginal costs fairly 
equal the proportional costs. Thus, we can 
substitute them for the latter, and oper. 
ate with them in the manner described by 
me in an earlier paper published in Tue 
CONTROLLER (“Price Control Based Upon 
Proportional Cost,” October, 1943). 
In special cases, other classifications 


' will be desirable also, but they are of 


lesser importance than the classifications 
mentioned above. 

In practice, almost always, a combina- 
tion classification will be indicated. It 
should be as condensed as possible, and 
each item should have its practical value 
for the management. If there are no spec- 
ial reasons to go into details, the classi- 
fication based upon business function 
should be applied only insofar as needed 
for the purposes of reports to authorities 
demanding such procedure. The technical 
differentiation between direct and indirect 
costs cannot be neglected where unit costs 
have to be computed. The classification as 
to the relation of costs to the output 
should go into details only as far as pro- 
portional costs are concerned. 


Too Mucu DETAIL 


I am not at all impressed by a chart 
of cost accounts containing a vast num- 
ber of specified items, although I have 
observed that many accountants fall in 
love with such detailing, and that many 
managers are proud of it and think, that 
the more detailed information is, the bet- 
ter. What alone matters is the practical 
use you can make of all these figures, if 
it justifies the expense of such bookkeep- 
ing apparatus; in many cases a vety fe 
stricted number of accounts will suffice. 








How Much System? 


As every controller recognizes there is a law of diminishing returns in the 
operation of accounting systems. Beyond a certain point, which can be fixed 
rather exactly, the costs of elaborate accounting systems are greater than the 
practical returns in the form of facts and figures for needed records and policy 
purposes. Mr. Gutman, in this article, touches on this matter and offers sug- 
gestions in connection with cost accounting methods. 


THE EDITOR 
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If unit costs are only needed for the 
urposes of price control and sales pol- 
icy, as is usually the case, it is only im- 

rtant to compute the proportional part 
of them, which can, eventually, be re- 
placed by the total costs of the marginal 
units. The fixed portion may be neglected 
ot, for certain secondary purposes, it may 
be added as a percentage to the propor- 
tional part. The reason for this is sim- 
le. 

. As stated already, sg should be con- 
trolled only on the basis of proportional 
or marginal cost. If prices fall below the 
level of the proportional cost part or the 
costs of the marginal units, we suffer an 
absolute loss; if prices are higher, but 
lower than the total costs, we suffer only 
a relative loss: that means, we lose less 
than we should, if we discontinued pro- 
ducing of such a poor article, provided, 
that such discontinuation did not reduce 
materially our fixed costs. Of course, we 
do not want to suffer such relative loss 
either. To find out, however, at what 
ptice we should stop production or re- 
place it through another, a mere estimate 
should be sufficient, since another esti- 
mate, the estimate of the future trend, 
is inevitable in such case. We do not 
need, however, all the subtle niceties of 
cost accounting applied to the fixed costs. 

Where efficiency measurement is a ma- 
terial purpose of cost accounting, the in- 
troduction of a standard cost system is 
highly advisable. Such systems are cheaper 
than complete cost systems, although they 
are often more expensive than incomplete 
systems, which will generally suffice in 
most small and medium-sized enterprises. 
The constant comparison with standard 
figures provided by standard cost systems 
enables us to eliminate many details of 
costing procedure, into which we must 
dive only when major discrepancies be- 
tween the standards and the actual figures 
are ascertainable. That will, generally, be 
better made by special investigations, 
whenever necessary. In general, the 
greater part of the results obtained by a 
complete system can be secured at lower 
cost if standard systems are applied. 

Franklin, in his “Cost Reports for Ex- 
ecutives,”’ states very reasonably, that 
“too much cost system, too many figures, 
defeat the real purpose of cost account- 
ing.” These words should be engraved 
upon the mind of every cost accountant. 

The best cost system is not the system 
that provides a ‘‘maximum”’ of informa- 
tion, but the one that provides that in- 
formation from which reasonable con- 
clusions affecting materially the internal 
and external business policy of the re- 
sponsible executives can be drawn. 


Wages Are Also Costs! 


“So long as the labor movement presses the 
philosophy of higher wages in spite of a large 
army of unemployed and adds new employ- 
ment expense without recognition of the other 
half of the equation, namely, that wages are 
also costs, we cannot expect to attain reason- 
ably full employment.”—Emerson P. Schmidt. 
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Banks Absorbed 42 Per Cent. of 
Wartime Debt Increase 


To finance our part in World War 
II from 1941 through 1944, the Federal 
government has had to borrow $154 
billion. This staggering sum has been 
needed not just to equip and put men 
in the field, but to provide material for 
ourselves and our allies. Of the increase 
of Federal debt from $49 billion in 1940 
to $203 billion in June 1944, the banks, 
including the Federal Reserve Banks, 
shouldered $64 billion or 42 per cent. 
of the total. The banks’ contribution to 
the war effort in this manner was ac- 
complished to a great extent through 
the policies and implementations of the 
Federal Reserve System, according to a 
study released by the National Bureau 
of Economic Research. 

Dr. Anna Youngman, of the editorial 
staff of the Washington Post, has writ- 
ten an informative pamphlet entitled, 
“The Federal Reserve System in War- 
time” for the Financial Research Pro- 
gram of the National Bureau. In peace- 
time, Dr. Youngman points out, the 
Federal Reserve System serves primarily 
as a bankers’ bank whose expressed re- 
sponsibility is to maintain monetary 
conditions favorable to a balanced em- 
ployment of the nation’s resources and 
to a stable expansion of production and 
consumption. In wartime, the System is 
more important as a banker to the gov- 
ernment and it shares the responsibility 
of assuring an ample supply of funds 
for financing the government's borrow- 
ing for war. 

To this end the Federal Reserve Sys- 
tem has endeavored to perform many 
functions: to provide the nation’s banks 
with the necessary reserves so that they 
could absorb this substantial portion of 42 
per cent. of the Federal debt; to provide 
funds to finance the expansion of cur- 
rency in the hands of the public; to 
stabilize the market for government 
securities; and to see that the credit ex- 
pansion it provides goes to the direct 
furtherance of the war effort. 

This shift from peacetime to wartime 
functioning has affected the Federal 
Reserve System in many ways and con- 
siderable adjustment in policies and 
operations will be i rg according 
to Dr. Youngman, before the problem 
of reconversion in the postwar period 
can be met. Currency in circulation has 
increased tremendously, the volume of 
public debt lodged in commercial and 
Federal Reserve Banks has reached an 
unprecedented figure, the pattern of in- 
terest rates on government securities 
has been stabilized and credit in general 
has been subjected to new controls. 

The Federal Reserve Banks act as 
fiscal agents in arranging for loans 





guaranteed by the armed services, and 
the Maritime Commission. Under Exec- 
utive Order the Federal Reserve Board 
of Governors also undertook to con- 
tract the volume of consumer credit 
even before the United States entered 
the war. Through its supervisory and 
examination functions the System has 
tried to facilitate the development of 
lending policies and practices of indi- 
vidual banks with the purpose of fur- 
thering the war effort. 

These conditions, in Dr. Youngman’s 
judgment, will continue to obtain when 
the fighting stops and have to be viewed 
in the light of the Federal Reserve Sys- 
tem’s declared peacetime objectives 
issued in 1939 which will consist of 
“maintaining conditions for an active 
and sound use of the nation’s produc- 
tive facilities, full employment and a 
rate of consumption reflecting widely 
diffused well-being.” 

The fact is, concludes Dr. Young- 
man, that these objectives are the ob- 
jectives of the entire government and 
the conditions mentioned are the post- 
war legacy of the nation. Therefore, it 
should not be expected that solutions 
can be found by the Federal Reserve 
System working in isolation; a coordi- 
nated program of action will be re- 
quired. Since the System may be severely 
limited in exercising over-all credit con- 
trols when the war emergency has 
passed, it may have to lay emphasis on its 
specific controls. Furthermore, ‘‘direct gov- 
ernmental controls over prices and produc- 
tion may be needed after the war for some 
time to prevent surplus income and surplus 
cash held by the public from being utilized 
to promote inflation.” 





| 
| CONTROLLERS AND 
| PUBLIC ACCOUNTANTS 


(Continued from page 276) 











the position of being judged on the un- 
provable working of his mind. If an au- 
ditor were to avotd all relationships which 
might conceivably induce a bias in his 
subconscious mind, he would have to 
work in a social vacuum.” 


The controllers and public account- 
ants have a common objective—the pre- 
sentation to management, investors, 
creditors, and the public of financial 
statements prepared in conformity with 
generally accepted accounting principles 
applied on a consistent basis and with 
adequate disclosure of material facts. 
The roads to that objective run parallel 
for the two professions, conssaliesthip 
and public accounting, and neither pro- 
fession can advance without the co- 
operation and assistance of the other. 
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Settlement of Terminated Contracts 
By Capt. Charles J. Gaa and Capt. Gerald Maxfield 


Germany’s hard fighting and stubborn 
resistance in the European theatre of 
operations did not reduce the import- 
ance of the problem of contract term- 
ination; on the contrary, its importance 
was magnified. 

Termination of contracts is affected 
by changes in supply needs of the armed 
forces which are caused by strategic 
changes, technical developments, and 
scarcity of materials. The determined 
fighting of the Nazi war machine de- 
layed the day of victory for the Allies. 
New strategy was called for; new 
weapons were needed; new techniques 
and weapons were developed, rocket 
shells and jet-propelled planes are ex- 
amples. 

“Termination of war contracts” re- 
fers to the termination or cancellation 
of work under a prime contract for the 
convenience of, or at the option of the 
Government or of work under a sub- 
contract for any reason. Termination 
may be complete or partial. However, 
it does not include cancellation for de- 
fault of the contractor. 


What is the termination problem? 


It is a three pronged affair. First, the 
inventory of parts, materials, special 
tools, special machines, and other spe- 
cial facilities must be disposed of by 
sale to third parties, retention by the 
contractor, or transfer to the Govern- 
ment. Second, special financing shall be 
made available to the contractor to tide 
him over while he is awaiting settle- 
ment of the amounts due him because of 
termination. Third, a prompt determ- 
ination of the amount due the contrac- 
tor must be made. 

Each of these phases is an important 
subject in itself. This discussion is con- 
fined only to the third phase, the de- 
termination of the amount to be paid 
the prime contractor or subcontractor 
for the work terminated. Our subject is 
further limited to settlement of fixed- 
price contracts and does not cover cost- 
plus-a-fixed-fee contracts. The Contract 
Settlement Act of 1944 covers both 


types. 


_ What tools has the Government fur- 
nished to accomplish an equitable termina- 
tion settlement? 

As early as 1941, the War Depart- 
ment included a standardized termina- 
tion article in its contracts. The Joint 
Contract Termination Board, organized 
in November of 1943 and composed of 
representatives from several procuring 
agencies of the Government, issued a 
new mandatory uniform termination 
article in January of 1944. 





The Contract Settlement Act went 
into effect and a Director of Contract 
Settlement was appointed in July of 
1944, The duties of the Director and his 
Office of Contract Settlement are to 
prescribe policies, principles and pro- 
cedures; however, the actual work of 
terminating and settling contracts is 
performed by the procurement agencies 
of the Government. One of the first 
regulations of the Office of Contract 
Settlement reaffirmed and modified 
slightly the then existing uniform term- 
ination article. Additional regulations 


. of the Office of Contract Settlement 


have been and will be issued, including 
Termination Cost-Memorandums issued 
under O.C.S. Regulation 14. 

Because of the nature and quantity of 
their contracts, the burden of con- 
tract termination and settlement falls 
mainly on the War Department and the 
Navy Department. 

In November, 1944, the War and 
Navy Departments issued their Joint 
Termination Regulation (J.T.R.) and 
Joint Termination Accounting Manual 
(J.T.A.M.). A revised J.T.R. and 
J.T.A.M. was issued in April, 1945. The 
material contained therein is applicable 
only to the two departments but may 
be used in an advisory manner by others. 

Prior to October of 1944, each con- 
tracting government agency furnished 
its own standardized contract settlement 
proposal forms to contractors. Office 
of Contract Settlement Regulation 8, 
issued in October, provided Standard 
Contract Settlement Proposal Forms for 
the contractor’s use in submitting pro- 
posals to all government agencies. 

The provisions of a termination ar- 
ticle in a given contract govern its 
termination and settlement. It is en- 
couraged that the Uniform Termina- 
tion Article be placed in all contracts. 
It is of paramount importance in term- 
ination and settlement work for several 
reasons. It was issued and affirmed by 
the Office of War Mobilization, the Of- 
fice of Contract Settlement, and the 
Contract Settlement Act; it is govern- 


ment policy to include the Article cur. 
rently in all new contracts and to insert 
it in existing contracts in which there 
are other termination articles or none 
at all. 

The Contract Settlement Act of 1944 
furnishes a statutory foundation for the 
entire termination and settlement pro- 
cedure and supports the Uniform Ar. 
ticle. There is nothing in the Act which 
is not consistent with the Uniform Ar. 
ticle. 

The responsibility for the settlement 
of termination claims of subcontractors 
rests on the prime contractor. The 
policy of the Government as expressed 
in the Act, O.C.S. Regulation 6 and 
the J.T.R. is to recognize the same 
principles and policies in the settlement 
of subcontractors’ claims as are appli- 
cable to the settlement of prime con- 
tractors’ claims, after giving effect to 
any reasonable terms of a specific sub- 
contract article. 

The Uniform Article authorizes set- 
tlement by agreement, by formula, or 
by some combination of the two. In ad- 
dition the Contract Settlement Act 
provides another method, arbitration. 


SETTLEMENT BY FORMULA 


Paragraph (d) of the Uniform Arti- 
cle and Section 6(d) of the Act require 
a formula settlement if the parties fail 
to agree. Under the formula the con- 
tractor receives the contract price for 
completed items not otherwise billed to 
the Government, the contractor's cost 
attributable to the terminated work, a 
profit on terminated work, the cost of 
settling subcontractor’s claims, and set- 
tlement expenses. 

The contractor’s cost attributable to 
terminated work must be determined 
in accordance with the Statement of Prin- 
ciples for Determination of Costs upon 
Termination of Government Fixed 
Price Supply Contracts. (Statement of 
Principles.) 

The rates of profit to be applied in 
formula settlements are inserted in the 








AS THINGS STAND NOW 


While this issue of “The Controller” was enroute to the presses, the V-E Day 
announcement was made. Corporate officers are looking beyond V-J Day toa 
“V Day” of another kind—the day when the last war production contract has 
been terminated. Until then it will be important to keep in mind the various 
angles involved in contract termination, and this paper by Capt. Gaa and Capt. 
Maxfield, who are connected with the office of the Commandant of the Army 
Industrial College, Washington, D. C., should prove useful in that respect. 


—THE EDITOR 
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contract when it is negotiated. Para- 
graph (d) of the Uniform Article pro- 
vides that such profit may not exceed 
2 per cent. on materials not processed 
by the contractor. Any rate may be in- 
serted to apply on all other costs, ex- 
cluding interest ; 8 per cent. is suggested. 
As a limitation, no more may be paid 
than 6 per cent. on total costs. Profit 
is allowed whether or not the contract 
would have resulted in a profit or loss 
if it had been completed but is not paid 
to the contractor on interest, settlement 
expenses, OF subcontractor’s claims. 


SETTLEMENT BY AGREEMENT 


Paragraph (c) of the Uniform Arti- 
cle and Sec. 6(c) of the Act give the 
contracting officer freedom to agree 
upon an amount to compensate the con- 
tractor for the termination in the man- 
net he sees fit. As a practical matter, 
however, the Government has gone 
further and set forth principles and 
procedures to guide contracting officers 
and to encourage uniformity in settle- 
ments. 

In settling by agreement sufficient in- 
formation must be available for negotia- 
tion. The purpose is not to make an 
exact determination of costs or a de- 
tailed application of any formula, but 
is to provide sufficient data for the use 
of sound business judgment in reach- 
ing a settlement. The amount of record 
keeping, reporting, and accounting 
should be kept to a minimum consistent 
with adequate protection to the Gov- 
ernment. 

In the consideration of costs and 
rofit as elements in the settlement, it 
is recommended by the Act, the J.T.R., 
and O.C.S. Regulation No. 7 that the 
Statement of Principles be taken into 
account in determining the type of items 
to be included in or excluded from the 
settlement. Costs need not be deter- 
mined exactly but may be estimated or 
approximated on reasonable bases. 

he Uniform Article, the Act, and 
O.CS. Regulation No. 7 all provide 
that a “reasonable” allowance for profit 
may be added to the cost in the settle- 
ment claim. The profit may be either 
4 percentage of cost or a lump sum 
added to cost. 

0.C.S. Regulation No. 7 outlines the 
standards for the profit allowance in 
settlements by agreement as follows: 


“Profit should be limited to preparations 
made and work done for the terminated 
Portion of the contract-—————————_; any 
feasonable method of arriving at a fair profit 
may be used. The most satisfactory crite- 
tlon—_————is ordinarily a proper propor- 
tion of what the parties have agreed upon. 
Evidences of this agreement might be either 
(a) the amount of the profit which was 
agreed upon or contemplated by both parties 
at the time when the contract was negotiated; 
or (b) the amount of profit which the con- 
ttactor would have earned had the contract 

completed; or (c) the amount of profit 
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which the contractor agreed to accept in the 
event the contract was terminated and litiga- 
tion resulted.” 


The indicated profit rate is the rate of 
profit which would have been earned 
had the contract run to completion. 
For example: The total contract price 
($110,000) reduced by the sum of the 
costs incurred to the date of termina- 
tion ($80,000) and the estimated costs 
to complete the contract ($20,000) 
equals the indicated profit ($10,000), 
which is compared with the total cost 
($100,000) to give the indicated rate 
of profit (10 per cent.). This rate is 
applied to allowable costs, but a minus 
profit percentage is not applied when 
a loss is indicated; the contractor is en- 
titled to his costs applicable to the ter- 
minated portion of the contract, re- 
gardless of an indicated loss. Its greatest 
weakness is estimating the costs to com- 
plete. In many cases no accurate esti- 
mate can be made. 

The use of the contemplated profit as 
an alternative to the indicated profit 
rate requires that a lump sum of profit 
be added to allowable costs. The amount 
is determined as follows: 


Profit contemplated when contract 
was negotiated 


ee 


It is important to notice that “work 
performed and preparations made” and 
“costs” are not synonymous. Costs are 
only one factor to be considered. The 
“work performed and preparations 
made” or “contemplated” are affected 
by the extent and difficulty of engineer- 
ing, production scheduling, planning, 
and supervision and arrangement of 
subcontracts. The use of “work per- 
formed and preparations made’’ rather 
than “costs” as the unit of measurement 
has distinct advantages. It avoids ex- 
cessive profit on large amounts of un- 
processed materials and compensates 
a contractor in accordance with the work 
has done on the subcontracting pro- 
grams, rather than in accordance with 
the dollar size of subcontractors’ claims. 
However, satisfactory results from this 
method depend upon adequate cost and 
price analysis work when the contract 
was negotiated, and usually it will be 
difficult to determine accurately the 
amount of “work” performed. 

An approximation of the amount of 
profit which would have followed from 
the use of the formula is appropriate 
when the parties fail to agree upon 
another method, when it is impractica- 
ble to determine the indicated rate of 
profit or the contemplated profit, when 
an indicated loss is present, when such 
approximation pts ot the speed 
of settlement, and when the contractor 
desires, in order to avoid unnecessary 
litigation. 

Certain additional factors which may 
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be considered in arriving at the amount 
of profit are (1) comparative prices 
and profits on similar contracts, (2) 
normal earnings, (3) renegotiation al- 
lowance for profit, (4) quality and 
quantity of production and efficiency of 
of contractor, (5) complexity of manu- 
facturing technique, (6) cooperation 
of the contractor, and (7) a host of 
other intangible items. 


WHAT May BE CLAIMED 


There are four principal classes of 
charges which may be included on a 
formula basis, and, as a practical mat- 
ter, these same four groups must be 
considered in a settlement by agree- 
ment. 

First. The contract price of completed 
items not otherwise billed to the Gov- 
ernment. 

Second. The contractor’s own costs re- 
lated to the terminated portion of the 
contract and profit thereon. 

Third. The cost of settling subcon- 
tractors’ claims; no profit is allowed on 
such costs. 





Work performed and preparations 
made on terminated portion 
Work contemplated by entire contract 





Fourth. The contractor’s settlement ex- 
penses in preparing the settlement pro- 
posal and protection and disposition 
of termination inventory; no profit is 
allowed on such costs. 

However, the contractor’s claim is re- 
duced to the extent that he -has re- 
ceived compensation through the sale 
or retention of termination inventory. 


How Costs ARE COMPUTED 


Contractors are not required to sub- 
mit their costs in unreasonable detail; 
nor are they expected to maintain elab- 
orate cost accounting systems merely to 
anticipate possible terminations. 

Section 6(b) of the Act offers great 
latitude in the computation of the con- 
tractor’s own costs on the terminated 
portion of the contract. 

It states that: 


“Each contracting agency shall establish 
methods and standards, suitable to the condi- 
tions of various war contractors, for determ- 
ining fair compensation for the termination 
of war contracts on the basis of actual, stand- 
ard, average, or estimated costs, or of a per- 
centage of the contract price based on the 
estimated percentage of completion of work 
under the terminated contract, or on any 
other equitable basis, as it deems appropri- 
ate. To the extent that such methods and 
standards require accounting, they shall be 
adapted, so far as practicable, to the account- 
ing system used by war contractors, if con- 
sistent with recognized commercial account- 
ing practice.” 


“Actual, standard, average, or esti- 








284 


mated costs” are permitted by the Act 
for use in both settlements by agree- 
ment and by formula. As a practical 
matter, “actual” costs will be used in 
most cases; nearly all settlements to 
date have been on an actual cost basis. 
Standard forms for the presentation of 
claims have been provided by the Gov- 
ernment. 

The two methods based on cost are 
the inventory and total cost methods. 

The majority of claims to date have 
been on the inventory method. The word 
“inventory” is used in a broad sense to 
include an “inventory” of all costs re- 
lated ‘to the terminated portion of the 
contract and is not restricted to materials 
and work-in-process. 

Under this method the inventories of 
materials and work-in-process are priced 
in detail; to this amount is added the 
portion of all other costs related to the 
terminated part of the contract (such 
as: general administrative expenses, spe- 
cial tools, special machines, etc., costs 
of settling with subcontractors, and 
settlement expenses.) To the aggre- 
gate of such costs a profit allowance 
may be added. The minimum amount 
allowed is the contractor’s costs, as the 
claim is not reduced for any estimated 
loss on a losing contract. 

This method works very well when 
the claim consists largely of purchased 
parts and materials on which little work 
has been performed or when the cost 
data is — to price work-in-proc- 
ess accurately. 

The inventory method is preferred 
because it does not require review of 
expenditures over the entire life of the 
contract; it requires detailed inventory 
lists submitted for property disposal 
purposes to “tie-in” with the amount 
of settlement; and it does not “rene- 
gotiate” profit on the completed portion 
of the contract, as the total cost method 
might. 

The purpose of the total cost method 
is the same as that of the inventory 
method; namely, to compensate the 
contractor for his costs on the termi- 
nated portion of the contract. It is a 
round-about approach and is to be used 
where the inventory method is imprac- 
ticable. Ordinarily the results under the 
inventory and total cost methods are 
approximately the same, but seldom will 
they be identical. 

The total costs of the contract to the 
date of termination (the inventory 
method uses only the costs applicable 
to the terminated portion of the con- 
tract) are summarized; to this amount 
may be added a profit allowance; from 
this sum is deducted the contract price 
of completed units. The result is a fig- 
ure which represents costs and profit on 
the terminated portion of the contract. 

If it is estimated that the contract 
would have resulted in a loss on com- 
pletion, it is necessary to deduct the 
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estimated cost of completed units (in- 
stead of the contract price) from the 
total cost. The remainder is the cost of 
the terminated portion of the contract. 

Alternate methods which provide fair 
compensation may be eat on small 
claims or when permitted by the con- 
tracting agency. 

The Statement of Principles is a part 
of the Uniform Article and is prescribed 
for use in formula settlements. Its use 
in settlements by agreement is recom- 
mended and it is equally sang to 
both the inventory and total cost meth- 
ods. As a practical matter, in negotiat- 
ing there is a tendency on the part of 
contractors to request no less for costs 
than an approximation of what the 
formula would give, and there is a 
tendency on the part of contracting of- 
ficers to give little more for costs than 
would result from the use of the form- 
ula. Consequently, the amount of costs 
allowed under a settlement by agree- 
ment approximates that which would 
result from a formula settlement. 

The first paragraph of the Statement 
of Principles says: 


“General principles: The costs contem- 
plated by this Statement of Principles are 
those sanctioned by recognized commercial 
accounting practices and are intended to in- 
clude the direct and indirect manufacturing, 
selling and distribution, administrative and 
other cost incurred which are reasonably 
necessary for the performance of the con- 
tract, and are properly allocable or appor- 
tionable, under such practices, to the contract 
(or the part thereof under consideration). 
The general principles set out in this state- 
ment are subject to the application of any 
special provisions of the contract. Certain 
costs are specifically described below because 
of their particular significance and, as in the 
case of other costs, should be included to 
the extent that they are allocable to or should 
be apportioned to the contract or the part 
thereof under consideration.” 


Costs sanctioned by recognized com- 
mercial accounting practices include 
both direct costs (those which can be 
associated easily in a convincing manner 
with a contract and are therefore 
chargeable directly to that contract) 
and indirect costs (those which cannot 
be readily associated with a particular 
contract and are therefore spread over 
all contracts on some equitable basis). 

Manufacturing costs are of three 
classes: direct materials, direct labor, 
and factory overhead. Direct materials 
are those that enter directly into the 
manufacture of the product and can 
readily be associated with it. In termina- 
tion the principal direct material prob- 
lems are quantities, applicability to the 
contract, pricing, contract requirements, 
scrap credits and spoilage and rejects. 
Except for normal spoilage, no amount 
is allowed for property which is de- 
stroyed, lost, ie: or damaged, unless 
the Government has assumed such risk, 
but the cost of insurance on such prop- 
erty is an allowable termination charge. 





Any generally accepted method of 
pricing consistently used by the con. 
tractor is wars an However, cash 
discounts should be deducted. Material 
allocated to the contract is not allowed 
in excess of its reasonable quantitative 
requirements. The costs of the contract 
are reduced by the value of scrap sold 
or otherwise utilized. 

Direct labor, which consists of pro. 
ductive labor performed on and directly 
chargeable to the contract, is important 
because of its large dollar amount and 
as it is often the basis for the applica. 
tion of factory overhead. The classifica. 
tion of labor charges as direct or in- 
direct and the treatment of overtime, 
shift premiums, bonuses, vacation pay, 
etc., should be consistent as between the 
terminated contract and other work. 

Factory overhead consists of those 
indirect costs applicable to the manu- 
facturing operations. Items of expense 
not reasonably necessary for the per- 
formance of the contract and those 
specifically excluded by the Statement 
of Principles should not be included. 

Selling and distribution and adminis- 
trative expenses consist of those costs 
which are not applicable to the manu- 
facturing operations. They are costs of 
the enterprise and are recognized jin 
termination to the extent that they are 
reasonably necessary for the perform- 
ance of the contract. 

Costs specifically allowed are de- 
scribed in the paragraphs that follow. 

Common items ate inventory and sub- 
contractor's claims common to (i. 
usable on) the terminated contract and 
other work. The problem is to deter- 
mine the proportion of such items prop- 
erly chargeable to the terminated con- 
tract. Generally an allocation based on 
the contractor’s records will be accepta- 
ble, but an allocation in excess of the 
reasonable quantitative requirements of 
the contract is not; nor should quanti- 
ties reasonably usable on other work 
be charged to the terminated contract. 

Advertising and experimental and te- 
search expense are allowable to the extent 
consistent with a prewar program or to 
the extent reasonable under the cit- 
cumstances. Advertising expense 1n- 
cludes the cost of advertising media a 
of operating an advertising department. 
Both advertising of products currently 
for sale and institutional advertising 
for the purpose of keeping the com 
pany’s name before the pau are al- 
lowable. Experimental an research ex 

ense includes costs of projects of 4 
462 nature and the development of 
new products and processes as distin- 
guished from process engineering, tool 
development and similar engineering 
and development activities necessary to 
the placing of a product into produc- 
tion or a process into use. 


(Please turn to page 288) 
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Dont try tt this way / 


No need to draft your wife’s 
bridge club into the prepara- 
tion of payroll checks! 

If you want a payroll 
method that will — 


Shorten the time it takes to 
write checks and get them to 
your employees 


Cut down the cost per check 


Reduce to a minimum the num- 
ber of payroll operations 
required 


Simply call your nearest 
Comptometer Co. represen- 
tative and ask for details on 
the Comptometer Check-and- 
Payroll Plan. He’ll be 
happy to explain this quick, 









































efficient and economical 
method — at no charge to 
you. 


The Comptometer, made 
only by Felt & Tarrant Man- 
ufacturing Company, 1734 
North Paulina St., Chicago 
22, Ill., is sold exclusively 
by the Comptometer Co. 


C om PTO. <= T ea k& ADDING-CALCULATING MACHINES AND METHODS 


REG. U.S. PAT. OFF. 
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Varied Institute Activities Are Reported 








A Report of the Managing Director to the 
Board of Directors of the Controllers Institute 
of America, dated May 4, 1945, included the 
following matters: 

Many interesting matters were under con- 
sideration by The Institute and its committees 
during April. This is a record of activities for 
the period April 3-May 4. 


Federal Taxation 

The Institute was invited to name four 
representatives to participate in a conference 
to be held in New York City on May 10, con- 
cerning desirable amendments of the Federal 
Revenue Code with respect to taxation of war 
loss recoveries, and to consider a “Report on 
War Loss Recoveries” prepared by the National 
Foreign Trade Council. Amendments seem to 
be desirable to secure equitable treatment for 
taxation purposes. Other organizations which 
were invited to have representatives present 
were the Chamber of Commerce of the United 
States, the National Association of Manufac- 
turers, and the American Institute of Account- 
ants. The committee to represent the Control- 
lers Institute of America will be designated 
promptly. 

Approximately 900 replies have been re- 
ceived by National Headquarters to the request 
for data concerning methods of paying em- 
ployees and methods of reporting income tax 
and social security deductions, to the federal 
and state governments. The questionnaire was 
mailed on April 6, 1945. A report will be 
prepared shortly, on the basis of the informa- 
tion which has been made available to The 
Institute. The objective is uniformity in the 
requirements for reporting wage information 
and taxes withheld. 

A meeting of the sub-committee of the Com- 
mittee on Federal Taxation, which is to review 
recommendations for new federal revenue 
legislation, was called for May 8, in New 
York City. Chairman Oscar N. Lindahl of the 
Committee on Federal Taxation is serving also 
as chairman of the sub-committee. 

Tax exemption of cooperatives has been 
suggested as a subject for study. 


Termination Policies and Procedures 

Chairman C. E. Jarchow has scheduled a 
meeting of his Committee to be held in New 
York City on May 9. The agenda includes these 
items: 

1. New Joint Termination Regulations. 

2. Current experiences with Services on set- 

tlements. 


3. Pre-termination experiences. 
4. Use of $10,000 authority. 
5. GAO audits of CPFF contracts. 
6. No-cost settlements. 
7. Direct settlements. 
8. Meaning of “best price obtainable.” 
9. Competitive advantages or disadvantages 
to companies as a result of terminations. 
10. Importance of suppliers being prepared to 


wind up terminations promptly. 


Postwar Controllership Problems 

The Committee met on April 21, at Hotel 
Shelton, New York City, with sixteen members 
in attendance, and spent the greater part of 
the day discussing a carefully prepared agenda. 
The material which was developed will be in- 
corporated in a report to be prepared by the 
Committee Chairman, Mr. L. M. Nichols, of 
General Electric Supply Corporation, Bridge- 
port. The terms of the proposed so-called full- 








employment bill will be examined carefully by 
the Committee. 


Cooperation with SEC 

A communication dated April 7, 1945 was 
received from William W. Werntz, Chief Ac- 
countant of the Securities and Exchange Com- 
mission, containing a proposed Accounting 
Series release dealing with a specialized aspect 
of the presentation of federal income and ex- 
cess profits taxes in cases in which a company 
for which individual statements are filed pays 
its tax as a member of a consolidated group 
of companies. The proposed Accouning Series 


release stated that in reporting under Rule - 


5-03 of Regulation S-X, there should be stated 
in a footnote the amount of federal income and 
excess profits taxes applicable to the company 
had it filed on an individual basis, with an 
indication of the amount of excess profits taxes 
involved. The proposed procedure is not mand- 
atory, but permissive. The members of The 
Institute’s Committee on Cooperation with the 
SEC reported unanimously that they had no 
objection to the proposed procedure, nor rec- 
ommendations for changes in the Accounting 
Release, and word to that effect was sent to the 
Commission. 

Two other proposals from the Commission 
are under consideration by the Committee. 


Technical Information 


Chairman Herbert P. Buetow and members 
of the Committee on Technical Information 
and Research are reviewing subjects which 
have been suggested for study. One or more 
subjects will be selected, and reports will be 
prepared for publication. 


Committee on Education 


Dr. Edward B. Logan was named by the 
Committee to conduct researches for the Com- 
mittee, with a view to being helpful in sup- 
plying material having a bearing on controller- 
ship for classroom use in colleges and universi- 
ties. Dr. Logan is on leave from the University 
of Pennsylvania, and is serving as Budget 
Secretary of the Commonwealth of Pennsyl- 
vania. Dr. Logan assumed his duties for the 
Committee on Education on May 1. He will 
prepare a program, to be approved or amended 
by the National Committee. 


The Annual Meeting 


The Board of Directors voted on April 5 to 
abandon the so-called convention type of An- 
nual Meeting this year, and requested that 
plans be made for a small affair which 
would comply with the regulations of the 
Committee on War Conventions, and also with 
the By-Laws of The Institute. A plan is being 
evolved which will fit any set of regulations 
which may be in effect at the time the annual 
meeting is to be held in Chicago, September 
24. If the limitation of 50 on visitors is in 
effect at that time, it is proposed that each 
Control be permitted one delegate, who would 
carry the proxies of the other members of his 
Control. 

If the number of permitted visitors is in- 
creased from 50 to 100, or 200, the delegations 
from Controls would be increased accord- 
ingly, in proportion to their size. There is 
no limitation on the number of members and 
visitors who may attend from the city in which 
the meeting is being held. Thus al] members 
of the Chicago Control would be eligible to 
attend, as weli as other repfesentatives of their 
companies. 

The word concerning the Fourteenth Annual 





Meeting, therefore, is that it will be held, and 
that its size and scope will depend on the 
governmental regulations with respect to at. 
tendance which may be in effect at the time. 

If the strict curtailment of attendance js 
still in effect in September, special meetings of 
Cofitrols are suggested, with carefully prepared 
programs, perhaps on a uniform basis, as 
substitutes for attendance at the Annual Meet. 
ing. Plans would be developed in ample time 
by National Headquarters to assist Controls in 
carrying out that program. 

Prompt notice will be given members with 


respect to developments concerning arrange. - 


ments for the Annual Meeting. 


Visits to Controls 


President E. W. Burbott attended the meet. 
ing in Philadelphia on April 5, in observance 
of the tenth anniversary of the formation of 
that Control. He visited the Indianapolis Con- 
trol on April 25, and will attend the Annual 
Meeting of the Boston Control on May 5, and 
an Executives Night special meeting of the 
St. Louis Control on May 31. 

The Managing Director attended the tenth 
anniversary meeting of the Philadelphia Con- 
trol on April 5, and visited the Pittsburgh 
Control on April 16, when more than 200 men 
were present at an Executives’ Night program. 
The Managing Director will attend meetings 
of the Chicago, and Boston Controls in May. 

Assistant Secretary Paul Haase visited four 
Controls in April: Philadelphia April 5, 
Kansas City April 9, Baltimore April 11, and 
Atlanta April 27. On the latest trip he visited 
also the Chattanooga Control on May 1. 

During May Mr. Haase will visit the four 
Controls on the Pacific Coast: Los Angeles May 
17; San Francisco May 18; Portland May 22; 
and Seattle May 24. He will visit members 
of The Institute in Denver on May 28. 

Visits will be made to the Cleveland and 
Buffalo Controls by President Burbott and the 
Managing Director, on June 12 and June 16, 
respectively. The meeting in Buffalo will be 
a Tri-Control affair which will include mem- 
bers of the Rochester and Syracuse Controls. 


Applications for Membership 

Twenty-four applications for membership 
were received during April. Four of these came 
from the San Francisco Control, and three from. 
Seattle. Applications in April 1944 numbered 
twenty-six. The total for eight months of the 
current fiscal year is 265. For the same period 
of the previous year, during which nine new 
Controls were formed, the total was 350. No 
new Controls have been organized this yeat. 


Notes 

The Rochester Control was invited to conduct 
a joint meeting on May 8 with the Rochester 
Chapter of the New York State Society of 
Certified Public Accountants. on “Counterfeit 
Money.” 

The New York State Joint Legislative Com- 
mittee, on which the Buffalo, Rochester, Syra- 
cuse, and New York City Control members are 
represented, sent to members in New York 
State a memorandum on Experience Rating, on 
April 28, containing material by Milton O. 
Loysen, Executive Director of the State Divi- 
sion of Placement and Unemployment Insut- 
ance, entitled “Contribution Rate Credits Un- 
der the New York Unemployment Insurance 
Law.” Full instructions as to steps to be taken 
were given. 
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Dr. Edward B. Logan to Head Educational Research — 





By Henry C. Perry 
Chairman, National Committee on Education, Controllers Institute of America 


It is with considerable pride and satisfaction that 
your National Committee on Education announces the 
appointment of Dr. Edward B. Logan as Director of 
Educational Research Activities for The Institute. 

This appointment marks the culmination of several 
months of study devoted to the needs and objectives 
of a program suitable for both members of The Insti- 
tute and the many collegiate schools of business having 
an interest in controllership practice as a background 
for broadening curriculums. 

As reported in previous issues of “The Controller” 
your National Committee on Education submitted a list 
of recommendations for future guidance of The Insti- 
tute’s Educational Program and the National Board of 
Directors responded favorably by appropriating funds 
for its administration. 

Under the able direction of Mr. Vincent C. Ross, a 
member of the New York City Control and treasurer of 
Prentice-Hall, Inc., who served as chairman of the 
subcommittee appointed to select the director for the 
National Committee’s program, Dr. Logan was unani- 
mously invited to organize suitable research facilities 
for the purpose of carrying out these recommendations. 
The pattern for future activity is now in process of de- 
velopment and will be submitted to the National Com- 
mittee on Education for approval at an early date. At 
that time, it is intended also to invite a group of prom- 
inent educators to cooperate with The Institute’s Na- 
tional Committee. 

Your National Committee believes with Dean Wal- 
lace B. Donham who declares, in his recently published 
“Education for Responsible Living,” that “education 
should be harnessed to a knowledge of modern af- 
fairs,” that “it should adjust itself to the challenging 
problem of equipping men to live responsibly and ef- 
fectively in a rapidly changing world,” and that “busi- 
ness needs more help from education.” 

Dr. Edward Bates Logan is Budget Secretary of the 
Commonwealth of Pennsylvania, on leave of absence 
from the University of Pennsylvania, where he is Pro- 
fessor of Political Science. He is a native of York, 
Nebraska. He won the degree of Ph.B. in 1922 at the 
University of Chicago, and was awarded his Ph.D. in 
1927 at the University of Pennsylvania. He became 
Professor of Political Science at the University of Penn- 
sylvania in 1924 and served as such until his leave of 
absence was granted. His terms of office as Budget Sec- 
tetary included the years 1931 to 1935, inclusive, from 








DR. EDWARD B. LOGAN 


1939 to 1942, inclusive, and from 1943 to the present 
time. In 1942 and 1943 he served as Secretary of Reve- 
nue of the Commonwealth of Pennsylvania. Dr. Logan 
was Research Director of the Philadelphia Advisory 
Finance Commission in 1937 and 1938. 

He is a member of the American Political Science 
Association, of the National Tax Association, of the 
Pennsylvania Society, as well as of the Controllers In- 
stitute of America. In World War I Dr. Logan served 
in the Navy during 1918 and 1919. 

Dr. Logan is the author of a number of publications 
which have claimed wide attention. He wrote an article 
on “Lobbying” as a supplement to the Annals of the 
American Academy of Political and Social Sciences 
which appeared in the July, 1929, issue. He wrote an 
article on the “Supervision of Conduct of Elections in 
Pennsylvania” in 1927, and on “Real Property Taxa- 
tion in Pennsylvania” in 1934. He was editor and joint 
author of “The American Political Scene” in 1937. 

Dr. Logan became a member of the Controllers In- 
stitute of America on March 27, 1942 and holds Cer- 
tificate number 2152. 
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CONTRACT SETTLEMENT 
(Continued from page 284) 


Engineering and development ex pense 

at a ens and initial costs of a non-recurring nature 

which arise from unfamiliarity with the 

product in the initial stages of produc. 

9) tion and any other costs which are ap. 

Ww VN SE 4) AYE FILLED . plicable to the entire contract regardless 

of the time incurred are apportioned 

over the contract on the basis of an 

equal charge per unit of product or on 

some other equitable basis when this is 
not appropriate. 

Depreciation which is a loss in useful 
value of an asset due to wear and tear 
through use, deterioration resulting 
from passage of time and effect of the 
elements, and normal obsolescence due 
to progress in the arts, is recognized, Any 
generally accepted method of computing 
depreciation on an original cost basis 
may be used. In appropriate cases ac- 
celeration of rates for increased use is 
allowable. “Certificate of Necessity” 
amortization has no bearing on the al- 
lowance for depreciation in termina- 
tion, as such amortization is only a 
Federal income tax device. 

The cost of special tooling and special 
facilities acquired or produced specifically 
for the terminated war contract or the 
contract and other war contracts is al- 
lowable if the Government takes title, 
reduces the claim on account of such 
tools or facilities sold or retained, or 
otherwise protects its interests. To the 
extent that they are reasonably capable 
of use in the other business of the con- 
tractor at termination, only part of the 
cost is chargeable to the terminated 
contract. The proration of the cost to 




















Today the men who used to sit at merchandise, get ready for the period the terminated contract (and in the in- 
these desks are following the manual _ when sales may be harderto make than ventory method, to the terminated por- 
of arms instead of the sales manual... | merchandise—by calling in a McBee tion of that contract) should be on the 
taking commands instead of taking man. McBee’s business is making vital basis of units of product, unless the 


orders...persuading tough customers _ facts available quickly, accurately and yeti involved are very diverse in 
nature. 


with howitzers instead of hows. Now economically...We have no canned eS said 

: <6 qd” Yeh OBC RE fi If depreciation and loss on facilities 
while your forceis' ontheroad”...set procedures; we hand tailor to fit your are claimed on the same facility, the 
up methods for giving management the _ needs. Our methods and products are amount of “loss on facilities” applica- 
facts it will require when the boys get _easily usable by your present office ble to the termination settlement should 
back, the hard-hitting sales staff again _ staff, save temper, trouble, wear and be reduced by such depreciation allowed 
intact—order analysis for production headaches... deliver more pertinent = ~ settlement. 1] de for te 
planning ... geographic and market _ information, in less time, at lower cost. LPR. 2 ge Cigna beanies, 


; performance of the contract or the con- 
data to guide sales effort... breakdown tract and other war production contracts 


of customers by sizes... turnover per Mcbrz experience and products are allowable providing the contractor 
item and by groups. can give you better sales analyses for makes reasonable efforts to reduce such 


Currently, while sales may exceed _ tomorrow. Calla McBee man... today. costs upon termination. These costs in- 
clude rentals for a reasonable period 


beyond date of termination, as well as 


TH E M Cc B E E  y G M PA Pi Y costs of reasonable alterations for . 


purpose of the contract and costs 0 
SOLE MANUFACTURERS OF KEYSORT for Sen Mee ir ae : 


295 Madison Ave., New York 14, N.Y... Offices in principal cities reasonable provisions of the lease. Any 
residual value of the lease from sub- 
leasing or use on other work reduces 
the applicable cost. 

Interest on borrowings accruing dut- 
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If you are a government contractor supplying 
the War Department or the Army Air Forces, you 
can help expedite the movement of supplies to 
troops by using the Vendor’s Shipping Document. 
It does three things of major importance to each 
Vendor and to the Armed Forces: simplifies han- 
dling, improves accuracy, streamlines operations. 
Use of the Vendor’s Shipping Document helps 
insure accuracy of stock number and correctness 
of nomenclature from the time supplies move un- 
der Army control until distribution to troops. Be- 
cause errors in stock numbers or nomenclature 
may produce serious results, the Vendor who uses 
the Vendor’s Shipping Document is contributing 
to the successful prosecution of the war. 
Production of the Vendor’s Shipping Document, 
by Mimeograph* stencil duplicating, becomes 
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streamlined, easy, nontechnical. Forms can be 
prepared by a regular typist any place in the plant 
and copies can be run on any standard model 
Mimeograph duplicator by an operator with very 
little instruction. But perhaps most important 
of all, Mimeograph duplication produces perma- 
nently legible black copy. Identification of ship- 
ments can be clearly read, not only when they 
are shipped, but also when and wherever they 
arrive, regardless of adverse conditions of handling 
and exposure to the elements. 

Mimeograph die-impressed stencils and form- 
topped stencil sheets may be secured through 
your inspector or from the office administering 
your contract. Send the coupon below for full 
information about producing the Vendor’s Ship- 
ping Document on the Mimeograph duplicator. 


Mimeograph duplicator 


*MIMEOGRAPH is the trade-mark of A. B. Dick Company, Chicago, registered in the U. S. Patent Office. 







COPYRIGHT, A. B. DICK COMPANY 


"Gee SR BBR RRA DAKM BRS KSPR KT Sk SS ee ee 


A. B. DICK COMPANY, Dept. Q-645, 720 West Jackson Blvd., Chicago 6. 
Send me more information about producing the Vendor’s Shipping Document on 
the Mimeograph duplicator. 
NAME, .. cc cccccccccccccccccccccssccees ss ee esse ee ee ee sO POSES SOS SSES ESSE GOSGE® 


COMPANY. . 2. cccccccccccccccccccsccc cscs esse es esse ee eee ese SS POSSESS OSES See® 
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FRIDEN Fully Automatic Calculators 


need not be classified with appliances to be 


waited for until the Pacific War is finally 


won. They are AVAILABLE today. 


Why not telephone or write to your local 


Fridén Representative and conveniently 


arrange for a demonstration of these modern 


calculators that are so easy to operate and 


which produce the usable, accurate figures 


that are demanded of business today. 


Fridén Mechanical and Instructional Service is avail- 


able in approximately 250 Company Controlled Sales 


Agencies throughout the United States and Canada. 





F 


FRIDEN CALCULATING MACHINE CO.,INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIFORNIA, U.S. A. +» SALES AND SERVICE THROUGHOUT THE WORLD 











ing the contract period may be charged 
to the termination settlement to the ex. 
tent that it is allocable thereto. Only 
interest on indebtedness is chargeable 
to the contract; imputed interest on 
capital is not recognized. The interest 
charge must be excluded from the base 
on which the profit is computed: 

Paragraph (i) of the Statement of 
Principles limits the aggregate of ex. 
perimental and research expense, en- 
gineering and development expense, 
special tooling, loss on facilities, special 
leases, and advertising to the difference 
between the total contract price and 
the estimated total of all other costs if 
the contract were completed. This lim- 
itation could apply only when it ap. 
pears the contract would have been 
completed at a loss. 

Settlement expenses are provided for 
in the Uniform Article and the Act, as 
well as in the Statement of Principles. 
In addition to settlement expenses the 
Act provides for the allowance of in- 
terest on the unpaid balance of the ter- 
mination claim. 

Settlement expenses include reasonable 
accounting, legal, clerical and other ex- 
pemses necessary in connection with the 
termination and settlement of the con- 
tract, as well as storage, transportation 
and other costs incurred for the protec- 
tion of or in the disposition of property 
acquired or produced for the contract. 

Only such expenses may be included 
as are clearly ed a Re to be in- 
cident to the termination function. No 
litigation expenses in connection with 
the claim (as contrasted to reasonable 
expenses incident to the settlement of 
the contract); reconversion costs; cost 
of idle equipment, facilities, or person- 
nel are allowable. Profit is not allowed 
on settlement expenses. 

The failure to mention specifically in 
the Statement of Principles any item 
of cost does not imply that it should be 
included or excluded, but the Statement 
of Principles does provide that: 


“3, Excluded costs.—Without affecting the 
generality of the foregoing provisions in 
other respects, amounts representing the fol- 
lowing should not be included as elements 
of cost: 

“(a) Losses on other contracts, or from 
sales or exchanges of capital assets; fees and 
other expenses in connection with reorgan- 
ization or recapitalization, anti-trust or Fed- 
eral income-tax litigation, or prosecution of 
Federal income tax claims or other claims 
against the Government (except as provided 
in paragraph 1(k); losses on investments; 
provisions for contingencies, and premiums 
on life insurance where the contractor is the 
beneficiary. 

“(b) The expense of conversion of the 
contractor’s facilities to uses other than the 
performance of the contract. 

“(c) Expenses due to the negligence of 
wilful failure of the contractor to discontinue 
with reasonable promptness the incurring 0 
expenses after the effective date of the 
termination notice. a 

“(d) Costs incurred in respect to facili- 
ties, materials or services purchased or work 
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Reference files maintained in every Burroughs — 
office contain the latest detailed information 
on machine accounting methods and proce- 
dures. This information, as well as the broad, . 
diversified experience of the Burroughs tech- 
nical staff, is available at all times to help you 
meet today’s accounting problems. 








When you need 
mechanical service 
for your 

_ Burroughs — 


You can depend on the experienced Burroughs 


service organization to provide the highest — “i : 


type of mechanical service . . . promptly, effi- 
ciently, and at moderate cost. Periodic inspec- 
‘tion, lubrication and adjustment of your 
Burroughs machines, performed with typical — 
Burroughs thoroughness and guaranteed by 

Burroughs, cart do. much to insure top per- . 














loan 


CARBON PAPER 























_ for supplies for all types and makes of business 
machines. These supplies are manufactured to 
specifications that Burroughs’ years of experi- 
ence have proved give best results. You save 
money, too, through quantity discount plans 

which permit you to order as little or as much 

as you need at any one time—thus assuring 
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Your local Burroughs office is your best source _ 


freshness and eliminating storage problems, 














roughs 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES 






The Burroughs fechnical staff and the Bur- 
roughs mechanical service organization are 
working constantly with users—helping 
them get fullest use from the business 
machines they now have... helping them 
adapt these machines to new conditions... 
helping them keep their Burroughs equip- 
ment at top operating performance. For help 
in meeting your problems, telephone your 
local Burroughs office, or write Burroughs 
Adding Machine Company, Detroit 32. 


st IN MACHINES - IN COUNSEL +- IN SERVICE 


NATIONWIDE MAINTENANCE SERVICE e« BUSINESS MACHINE SUPPLIES 

























WELL JIM, THAT 
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FIGURES WERE 
WRONG/ 
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the Skipper needs 
a PRINTING calculator! 


The Skipper could easily have found his 
figuring errors before launching his yacht. 


To prevent errors and save time, the Print- 
ing Calculator simultaneously works, prints 
and proves your problems—as shown by 
the figures on the tape. 


It is the ONLY machine that: 


Divides automatically and prints 





48.6 o Multiplies and prints 
5 oc A S$ Subtracts and prints 
te DO Adds and prints 
It replaces two ordinary machines: the 
6 e>™ adding machine that won’t calculate, 


and the calculator that won’t print. 


Everywhere businessmen say that the 
Printing Calculator cuts costs and saves 
time, that it is ideal for payrolls, bill- 
ing, statistics, and all other figuring. 


Cut YOUR costs! Phone the nearest 
Remington Rand office now or write 
to Buffalo 5, N. Y., for the free book- 
let TOPS. 
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done in excess of the reasonable quantita. 
tive requirements of the entire contract.” 


The settlement, exclusive of settle. 
ment expenses, plus payments other. 
wise made or to be made on the contract 
shall not exceed the total contract Price, 
otherwise the cost of the terminated 
contract to the Government could be 
more than if the contract had gone to 
completion. 

None of the limitations on payment 
is specifically applicable to settlements 
by agreement except the overall limit 
on settlement, even this may be waived 
under exceptional circumstances. How- 
ever, as a practical matter, they are com- 
plied with in negotiated settlements. 

Fair compensation and. prompt settle. 
ment of termination claims to facilitate 
maximum war production during the 
war and to expedite reconversion to 
civilian production as war conditions 
permit are the policy of the Govern- 
ment. All the regulations and policies 
of the contracting agencies, as well as 
the efforts of their personnel, are di- 
rected to this end. As a part of their 
official duties, officers and employees 
engaged in termination activities will 
advise, aid and assist war contractors in 
preparing and presenting termination 
claims, in obtaining interim financing, 
and in related matters. The tools have 
been provided, and with the cooperation 
of industry in disposing promptly of 
termination inventories and in filing 
accurate settlement proposals, the ob- 
jective will be accomplished. 


Business Failures Trends In 
Two World Wars 


A comparison of business failures during 
World War I and World War II, according 
to Dun and Bradstreet, indicates that while 
failures decreased in numbers during the 
earlier conflict, the decline in business failures 
has been even greater during the present wat. 
In 1915 business failures totalled 22,000. By 
1919 they had fallen to 6,000, but by 1922 
they had risen to 24,000. In 1939 business 
failures totalled 15,000 and during 1944 they 
had fallen well under the 3,000 mark. The 
“business population” decreased in both war 
periods, the agency says, but the reduction in 
new concerns was more pronounced between 
1940-1944, 














RENEGOTIATIONS 


Do not rely upon cold figures, as these 
proceedings are not mere discussions of 
accounting. A complete presentation _ of 
your case is necessary, with each situation 
containing a different set of factors—fa- 
vorable and unfavorable. That accounts for 
lack of formulas and the latitude granted 
Renegotiators. COMPARISONS OF OP- 
ERATING PROFITS ARE IRRELEVANT 
WITHOUT DETAILS ESTABLISHING 


THEM. 
HERVEY L. RUSSELL 
Renegotiations Consultant 
Ten Park Avenue 
New York 16, N. Y. 
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Nonpartisan Coalition Advisors 
Are Urged for Presidency at 
Louisville Control’s Meeting 


A proposal for a 200-member “nonpartisan 
coalition committee” of industry, labor, agri- 
culture and public leaders to advise President 
Harry S. Truman on postwar reconversion was 
urged recently by Edward H. Weyler, execu- 
tive secretary of the A.F.L.-Kentucky State 
Federation of Labor. Mr. Weyler, speaking be- 
fore the Louisville Control of the Controllers 
Institute of America at a Pendennis Club 
dinner, said this was “one way out” of the 
“dilemma” postwar America is facing. He sug- 
gested that the committee, although “quite 
large,” be made up of leaders “from every 
state, race and creed.” 

“If President Truman would set up such a 
committee and call it to Washington, talk di- 
rectly to the members, provide a working staff 
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and put the responsibility squarely on their 
shoulders, this committee could, in reasonable 
time, come forward with a plan to solve the 
problem,” Weyler said he was confident. 

“It would be a huge committee,” Weyler 
acknowledged, “but I believe it would have 
to be large so that a sufficient number of able 
leaders would be attracted who would be 
willing to meet the challenge, if given the 
opportunity.” 

Weyler said such a committee at work on 
postwar problems “would give the public con- 
fidence” in any undertaking. He said he was 
“well aware there are those who will say this 
won't work,”’ but added that “if for no other 
reason, the educational value and the confidence 
such a committee would inspire would be 
well worth the expense and inconvenience.” 

Unless Americans “realize we are the gov- 
ernment and put our shoulders to the wheel, 
forgetting we are industry, labor, agriculture 








POSITION IN CANADA 
as 


ASSISTANT CONTROLLER 


An American corporation, operating in Canada through sub- 
sidiaries which have a volume of well over $20,000,000, wants a( 
capable man to function as controller of its Canadian operations. 
A man born and educated in Canada, with practical accounting ex- 
perience in Canada and in the United States, and who is between 
35 and 42 years of age, is preferred. It will be necessary to reside in 
Canada. An American C.P.A. degree or a Canadian C.A. degree is 
an advantage, but is not required. 

This represents an opportunity for the right man to secure a 
-responsible, man-sized, executive accounting position. The com- 
pensation will be commensurate with the responsibilities. 

I desire to attract the attention of a man who at present may 
hold a position as assistant controller in some large business enter- 
prise, or as manager in a firm of responsible public accountants, and 
who, in addition to having broad, responsible, technical accounting 
experience in connection with large affairs, is familiar with sound 
principles of business organization in all its ramifications and is 
therefore ripe to step into a responsible executive position on his 
own. 

It is respectfully urged that unless you have earned a salary of 
$6,000 per year or more, or have actually had a broad, general edu- 
cation and training and executive accounting experience, you will 
save both your time and ours if you do not reply to this advertise- 
ment. However, if you are qualified and are really interested, you 
must, if you reply, tell the full story in respect to your education, 
training and experience. Your reply should be prepared with the 
idea of convincing us that you have the qualifications, for this posi- 
tion, for which we are looking. Your reply, among other things, 
should disclose when and where you were born; your nationality; 
your church affiliations; your height, weight, color of hair and eyes; 
physical defects, if any; marital status and number of children, if 
any, indicating where your wife was born and educated, if married; 
a detailed record of your formal education; your complete employ- 
ment record in chronological order, including information in re- 
spect to the nature of work in each instance; hobbies, if any; and 
any other information which will acquaint us with you. State salary 
desired. Send snapshot if possible. 

Write: F. M. BUCKLEY 


ROOM 1809, 176 WEST ADAMS ST. 
CHICAGO 3, ILLINOIS 

















or public,” Weyler said, “we face an ugly 
future.” 

Answering critics of ‘“‘radical” labor leader. 
ship, Weyler said the blame for such leader. 
ship could be placed “‘squarely” on employers 
who refused to recognize the principle of up. 
ionism and worked against the organization 
of labor unions in their plants. 

“It is in plants like these,” Weyler added, 
“that those who talk the loudest and wildest 
get into the leadership of labor, reflecti 
trouble for employer and unions. This in its 
is sufficient reason that employers should not 
attempt to restrain employes from organizing 
and choosing their own leaders.” 

In plants where the employers recognize 
and “receive” the principles of collective bar- 
gaining and unionism, Weyler said, “‘it is prof- 
itable in the end to the employer,” adding that 
“happy workers create greater efficiency, and 
as a result profits are greater.” 

However, Weyler continued, “‘a majority of 
employers now realize labor management is as 
important as capital management,” and that 
it has been “only within the last few years 
that many employers have accepted the prin- 
ciple of organization of workers.” 


Endorses Bill to Audit 
U. S.-Owned Concerns 


Lindsay C. Warren, Controller General, re- 
cently endorsed a bill by Senators Harry F. 
Byrd, Democrat, of Virginia, and Hugh But- 
ler, Republican, of Nebraska, which would 
redttire an annual audit of all wholly owned 
Government corporations by the general ac- 
counting office. 

The bill also would require preparation of 
an annual budget estimate by each of the 
forty-four corporations and would prohibit any 
expenditure by them without specific Congres- 
sional authorization. 

Mr. Warren, testifying before the Senate 
Banking and Currency Committee, said he 
considered the bill to be “the most forward- 
looking and outstanding piece of legislation of 
its kind in the last twenty-five years.” 

Senator Byrd told the committee that “by 
the operation of these forty-four corporations 
Congress has lost specific control over the ex- 
penditure of vast sums of funds for which, 
under the Constitution, it is responsible to 
the citizens of America.” 

Some of the corporations, he said, have used 
funds “for purposes, I think, entirely foreign 
to the authorization as intended by Congress, 
particularly with respect to the payment of 
subsidies.” 

After the war, Senator Byrd suggested, Con- 
gress should study legislation to reduce the 
number of corporations and, consolidate their 
activities. 


Income Tax Verbiage Is Huge 


During the thirty years of its existence, the 
income tax law has been revised twenty-two 
times, Professor Paul Haensel pointed out re- 
cently in “Tax Topics.” And Professor Irving 
Fisher has stated that counting the code, the 
instructions, the Federal decisions and the 
Treasury decisions, the income tax law covers 
some forty-three million words—or as much 
as the New Testament 200 times! 


New State Taxes Studied 


A two day conference on “What's New in 
New York State Business Taxes?” was held at 
New York University on April 20 and 21 
under the auspices of the division of general 
education. The conference considered changes 
in the New York State Tax Laws affecting 
business corporations, which were enacted dut- 
ing 1944 by the Legislature, and which affected 
the preparation of the state franchise tax fe 
turns due on May 15. 
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HOW TO SELECT AND OPERATE 


A SUCCESSFUL RETIREMENT 


1. PRELIMINARY CONFERENCE 


In personal conference with management, 
the need for and the ability of the client to 
provide a suitable plan is discussed. Ar- 
rangements are made to obtain full in- 
formation regarding the client’s corpo- 
rate organization, financial history and 
prospects, labor contracts, sex, age, serv- 
ice and earnings of employees. This 
provides the basis for detailed study. 


4. INSTALLATION OF PLAN 


‘Upon adoption of a plan, arrangements 


are made for suitable insurance of the 
benefits, if they are to be insured, or for 
the preparation of the detailed provisions 
and actuarial services required if the plan 
is to be self-administered. In either case, 
we prepare data for submission of the 
plan to the Bureau of Internal Revenue 
for approval. 


Established in 1871 


t 


2. ACTUARIAL STUDY 


An analysis is then made of the data sub- 
mitted and a written report prepared. 
The report describes the essential fea- 
tures of group annuity insurance, group 
permanent insurance, individual policy 
trusts and self-administration through a 
trust fund. It contains the main provi- 
sions and estimated cost of alternative 
plans which can be recommended if 
suited to client’s needs. 


5. PRESENTATION TO EMPLOYEES 


Working with the client, we prepare a 
booklet for distribution to employees 
outlining the plan. Members of our staff 
are assigned to meet with employees in 
groups or individually for the purpose 
of explaining the provisions of the plan. 
Typical booklets covering plans that 
have been installed are available upon 
request. 


MARSH & MSLENNAN 


pa 


The first and most important step for an employer to take 
in selecting a pension plan is to retain experienced, un- 
prejudiced counsel. 

A pension plan is necessarily complex in its actuarial, 
legal and financial structure as well as in the problems of 
employee relations involved. Further, it must conform 
with a complex set of federal and state laws. 

Marsh & M¢Lennan, Incorporated, through its staff of 
actuaries and others experienced in pension planning, has 
prepared and is now supervising hundreds of plans for 
organizations of every size, many of them among the best 
known concerns in the United States. 

An outline of Marsh & M{Lennan service in developing 
a retirement program is given below: 


3. PRESENTATION TO MANAGEMENT 


Our report is submitted to management 
and arrangements are made for a com- 
plete discussion of it with the Board of 
Directors or a Pension Committee and 
with representatives of employees, if de- 
sired. Such discussions deal with the 
effect of the proposed plan on the client’s 
finances and employee relations. This 
discussion has as its purpose the adop- 
tion of the most suitable plan. 


6. OPERATING THE PLAN 


We instruct and assist the client’s pension 
committee and Personnel Department in 
the preparation and maintenance of 
proper records and supply the contin- 
uous actuarial service needed in its op- 
eration. Such expert service is vital to 
making your retirement program suc- 
cessful both for your company and your 
employees. 








Incorporated 
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Tax Trends Indicate Corporate Levy to Remain 


The following summary statement of re- 
marks by Mr. Alger B. Chapman is based on 
his address before the December 7 meeting of 
the Philadelphia Control of the Controllers 
Institute of America. Mr. Chapman is counsel 
to The Institute’s Committee on Federal Taxa- 
tion, and a member of Alvord & Alvord, At- 
torneys. 


Much serious thought has already been given 
to the problem of future peace-time taxation. 
When peace comes, this country will probably 
be faced with the following situation—a na- 
tional debt of around 300 billion dollars, a re- 
sponsibility to employ approximately 55 mil- 
lion in civilian occupations, and a responsibil- 
ity to at least balance the budget with annual 
current expenditures running from 18 to 30 
billion dollars. Assuming the employment of 
55 million, estimates of national income run 
somewhere around 120 to 140 billion dollars, 
depending upon whether prices are maintained 
at the 1942 or 1943 levels. 

Whether the annual expenditures run at the 
minimum level of 16 billion or over 30 bil- 
lion, any peace-time tax program which is 
adopted will have to be capable of raising at 
least three times as much as has been raised in 
any prior peace-time period. If the national in- 
come can be maintained at the 140 billion 
level, then the problem is partially solved al- 
though substantially higher rates of tax than 
have prevailed in the pre-war period will be 
required. 

Since the national income depends upon em- 
ployment, it is obvious that the principal re- 
quirement of any tax program adopted is that 
it shall interfere as little as possible with job- 
producing opportunities. Although there ap- 
pears to be no dispute as to the importance of 


this requirement, there have developed two 
principal views among the experts which are 
diametrically opposed on the question of how 
this requirement can be achieved. Consequently, 
attention has focussed upon two distinctly dif- 
ferent and alternative tax programs, each of 
which naturally has its recognized variations. 

The essential difference between the two 
programs is that in one the individual income 
tax is relied upon as the chief source of rev- 
enue and the corporate tax is virtually elimi- 
nated, while in the other the corporate tax 
would be maintained at a high peace-time level 
of 40 per cent. One view is that the corporate 
tax should be eliminated in order to develop 
and preserve adequate business incentives. The 
other view is that it should be retained for the 
same purpose. Obviously, somebody is wrong 
and it may well be, because of the imponder- 
ables involved in any attempt to solve the issue 
and as a result of the different points of view 
as to what may be good or bad for the coun- 
try, that no meeting of the minds will ever be 
reached. 

Under these circumstances, a natural conse- 
quence will be in the direction of a compro- 
mise in which pure theory will be sacrificed 
for practical considerations. A compromise is 
usually more readily obtained by modification 
of what exists than by adoption of a. radically 
different structure. In my opinion, the corpo- 
rate tax will remain as an essential part of the 
future peace-time tax program for the follow- 
ing principal reasons: 

(1) It is already part of our tax system and 
therefore has a head start on survival. 

(2) The elimination of the excess profits 
tax and the declared-value excess profits tax, 
the broadening of opportunities for offsetting 
gains with losses and for obtaining a return of 





capital tax-free and, if possible, a reduction of 
the corporate tax rate below 40 per cent. will 
go far toward minimizing the importance of 
the corporate tax in formulating business policy, 
(3) The complications involved in an at. 
tempt to convert the corporation into a mere 
agent for the collection of the stockholders’ tax 
will encourage the adoption of some simple 
compromise to reduce the significance of the 
double taxation feature of the corporate tax, 
(4) Finally, it should be remembered that 
our present tax structure with its excise taxes, 
various taxes on corporate income, individual 
income taxes and capital gain taxes, is a reflec. 
tion of the fact that when revenue needs are 
high, it can usually be collected more pain- 
lessly through a variety of taxing measures, 
Congress will undoubtedly find it necessary to 
“pull out all the stops” if the post-war revenue 
needs are to be met. 
If the corporate tax is to be retained, and | 
think it will be, then certainly its structure 
should be revised so that the creation of addi- 
tional employment through new ventures will 
not be discouraged by an inadequate opportu- 
nity for offsetting losses against gains or ob- 
taining a return of investment free of tax. 


Internal Auditors Release 
Special Volume 


The papers and discussion at the Third An- 
nual Conference of :The Institute of Internal 
Auditors, which was held in New York in Oc- 
tober, 1944, were recently released in a special 
volume entitled ‘Internal Auditing: Now and 
After the War.’ Some of the contents cover 
the functions of the internal auditing depart- 
ments of a manufacturing company and utility 
company, the theory and basic principles of 
internal control, limits to the internal auditor's 
activities, and “Significant Failures of Internal 
Control,’’ as well as a number of related papers. 








analysis. 


DETROIT 


@ Sales Analyses 





CHICAGO 


MONTREAL 


® Market Research and Questionnaire Tabulations 


POST-WAR PLANNING 


Any post-war planning requires a great deal of statistical 


Whether this takes the form of studies of sales experience 
by markets, products, and classes of customers, or compilation 
of other data, our tabulating department is prepared to handle 
the analytical detail. 





Recording & Statistical Corporation 





® Inventory and General Calculating Service ® Payroll & Labor Distribution 
® Public Utility Rate Studies 
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‘|| 7™ WAR LOAN 


Our purchases of War Bonds 


: backed our Armed Forces 
: in the defeat of Germany. 
— We will back our Armed 


Forces 1n the defeat of Japan 
by purchasing MORE 
War Bonds. 





INTERNATIONAL BUSINESS MACHINES CORPORATION 
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MAKE YOUR OWN 
PHOTO-EXACT COPIES 


of WORK SHEETS 
BALANCE-SHEETS 
TAX MATTERS 
LEGAL PAPERS 
LETTERS 
COST DATA 
EXHIBITS 


Copies up to 


18"x 22" 








America’s most widely used 
Photocopying Equipment 


Absolute Accuracy with Speed! 


Legally-accepted photocopies of pencilled data, 
forms, work sheets—of anything written, typed, 
printed, drawn or photographed, even if on 
both sides—are yours in a jiffy when you have 
the A-PE-CO Photo-Copyer in your own 
offices. This low-cost method requires no 
technical training. Anyone, anytime, makes 
A-PE-CO Photocopies quickly. The Photo- 
Copyer is “standard” in thousands of business 
offices. Quickly pays for itself. It’s the new 
business habit! 


A-PE-CO Is Portable 


Permanent black-and-white photocopies can 
be made in your clients’ offices, courthouse, 
anywhere. Error is eliminated. Steno-copying, 
tracing and proofreading are unnecessary. No 
darkroom, no film, no moving parts. Lowest 
investment in equipment. 


You need A-PE-CO. You can make it pay in 
time saved and error-proof photocopying. Let 
us show you how thousands are being used— 
and the hundreds of actual uses being made of 
the A-PE-CO Photocopy system. Send for 
folder today. 


AMERICAN PHOTOCOPY 
EQUIPMENT COMPANY 


2849 N. Clark St., Dept. PL-65 
CHICAGO 14, ILL. 


Representatives in principal cities 


In Canada, Railway & Power Engineering Corp.,Ltd. 














| Reviews of Recent Publications 





Relaxing Wartime Controls 


DEMOBILIZATION OF WARTIME ECO- 
NOMIC CONTROLS. By Professor John 
Maurice Clark. Published by McGraw-Hill 
Book Company, Inc., New York. $1.75. 

Under the sponsorship of the Committee for 
Economic Development, Professor John Mau- 
rice Clark of Columbia University has written 
this very timely book on demobilization of war- 
time economic controls. 

Proceeding from the warning that “To follow 
lines of least resistance and to drop all con- 
trols as soon as the guns are silent would be to 
invite chaos,” Professor Clark in a most lucid 
manner explains how our wartime economic 
controls should be operated with the approach 
of victory, first in Europe and later in the Pa- 
cific, and how certain of the controls must be 
relented gradually only after Japan has been 
defeated. 

The controls covered are: 


Controls of Production and Materials 

Control of Transportation 

Control of Manpower 

Control of Wages 

Price Control and Rationing 

Control of Credit 

Maintaining Healthy Competition 

Fiscal Policy as an Economic Control 

Controls in International Economic Rela- 
tions 


Professor Clark is to be commended for his 
careful planning of the book; his subject is well 
marshalled and clearly presented. And while all 
his viewpoints will not be concurred in, they 
are nevertheless thought-provoking and de- 
manding of earnest consideration. 

Many of the points covered touch upon mat- 
ters of daily concern or interest to controllers. 
Aside from the over-all interest which the 
book should have for members of the Control- 
lers Institute of America, there is, therefore, this 
added feature which should make the book al- 
most required reading for controllers. 


Reviewed by G. T. ZIGNONE 
Macfadden Publications, Inc., New York. 


Toward World Peace 


INTERNATIONAL TRIBUNALS. By Mazley 
O. Hudson. Published by The Brookings In- 
stitution and The Carnegie Endowment for 
International Peace, Washington 6, D. C. 
$2.50. 

Here is an authoritative volume which is 
designed, as the dust-jacket of the book states, 
“for the statesman and the intelligent but per- 
plexed layman.” Published jointly by the 
Brookings Institution and The Carnegie En- 
dowment for International Peace, it carries the 
additional stamp of authority which is pro- 
vided by its author, who is both a judge of 
the Permanent Court of International Justices, 
which was created in 1920, and a member of 
the Permanent Court of Arbitration, which 
has been in existence for more than 40 years. 

In this volume, the author does not attempt 
a history of international tribunals. After 
tracing the evolution and general problems of 
international tribunals, he analyzes specific 
problems of the future in the light of the pro- 
posals for an International Prize. Court, an 
Inter-American Court of International Justice, 
an International Criminal Court and interna- 
tional claims, loans, and commercial tribunals 
and like bodies. 

Mr. Hudson emphasizes that “if the course 
is to be wisely plotted for future developments, 
care must be taken to safeguard international 








tribunals in the discharge of their primary 
responsibility .... to say that its functions 
must be limited, is not to reduce them to jn. 
significance; it is to preserve their significance,” 

The author sees a long road ahead “before 
the community of states can be supplied with 
judicial agencies of effectiveness comparable 
to that of many international judicial systems 
and one cannot study the century and a half 
of history without being impressed with the 
value of the continuous effort which has been 
directed to that end.” 


Reviewed by PAuL Haass, 


Basic Principles 


MODERN INDUSTRIAL ORGANIZATION, 

By Walter Rautenstrauch. Published by Pitman 

rr ee Company, New York. 312 pages, 
FTP ye 

The principles underlying industrial organ- 
ization are developed in this text which was 
prepared by Dr. Rautenstrauch for beginning 
students. It will prove of interest to control- 
lers and financial officers as a general review 
and as a book which can be referred to the 
junior executives in their departments, partic. 
ularly as the text contains suggestions for 
analyzing the operations of the industty of 
which the individual is an employee. 

In addition to an index, the volume carries 
helpful references at the end of each chapter 
to books and periodicals containing material 
about various of the subjects covered. 


Reviewed by PAUL HAASE. 


Of the Middle Ages 


SOCIOLOGY OF THE RENAISSANCE. By 
Alfred Von Martin. Published by Oxford Uni- 
versity Press, New York 11, N. Y. $2.50. 
In this brief study of some ninety pages, 
which is translated from the German by W. L. 
Luetkens, we glimpse the lesser-known ma- 
terial conditions which existed at the time of 
the artistic and intellectual development in 
Italy, which later became known as the Italian 
Renaissance. The student of historic business 
backgrounds will find this book of genuine in- 
terest. 
Reviewed by PAUL HAASE. 


Booklet Is Published on 
Carry-Overs, Carry-Backs 


The carry-over and carry-back provisions of 
the Internal Revenue Code are analyzed in 
non-technical language in a 100 page booklet 
recently published by Washington Publica 
tions, Inc., 70 Pine Street, New York, 5, N. Y. 
The booklet, which carries the title “Carty- 
Overs and Carry-Backs” cites examples, 
analyzes special problems, and also contains 4 
reprint of the applicable sections of the law 
and regulations, as well as tables of exempt 
and partially-exempt government securities. 


For Better Government 


“You Are the Government” is the title of 4 
67 page pamphlet recently issued by the Na- 
tional Voters League of New York. In the 
course of the booklet, the author stresses the 
importance of active participation on the patt 
of all citizens in governmental affairs. Copies 
of the pamphlet are available from the Leagué 
at 120 Liberty Street, New York 6, N. H., a 
$1.00 postpaid. 
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CONTROL makes short 





work of TERMINATIONS 


SPO~PURCHASING DEPT. 
'$ PO—SHIPPING 


- TERMINATION PROCEDURE FOLLOW-U 


CLAIM FILED. 
CLAIM FOLLOWED - 


INVENTORY. DISPOSAL INSTRUSTIONS 


CLAIM APPROVED 


INVOICED ~ 


INV: DISPOSAL 4SSUED 


CLAIM RECORDED 


“DATE PAYMENT 


P.R. MALLORY & CO., INC. knows how to avoid delays, 
speed settlements... Key to their operation is effective 
use of KARDEX VISIBLE Record Control 


@ Precision electrical and electronic 
parts produced by P. R. Mallory & Co., 
Inc. of Indianapolis will play an enor- 
mous role in peace, as they do in war. 
But a first essential to peace-time 
Operation is the settlement of termin- 
ated war contracts. To eliminate lost 
time, protect assets and obtain early 
payments, P.R. Malloryemploysa very 
fine Kardex contract termination re- 
cord and procedure follow-up control. 
The follow-up record provides a 
history of the sixteen steps incident to 
each termination. On the visible mar- 


gin the exact status of any settlement 
is revealed at a glance, each stop being 
checked off as it is accomplished. Fol- 
low-up on the next operation is con- 
trolled by the colored signal on the 
1-to-31 day scale. ‘Termination records 
for vendors follow each contract card, 


13) ta} is| 1 





centralizing all data for ready reference 
and orderly procedure. 

Correspondence and other pertinent 
papers are wisely protected from fire 
in Remington Rand Safe-Files upon 
which the Kardex Cabinets are placed, 
and are filed in our Follow-up Folders 
that operate as a double check. 

Our wide experience in furnishing 
effective contract termination controls 
will gladly be placed at your service 
through our nearest Branch Office. 








REMINGTON RAND INC, 


SYSTEMS DIVISION 


REMINGTON 


Buffalo 5, New York 


COPYRIGHT 1945, 


RAND 
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Taxation Policies Must Heed Law of 
Diminishing Returns 


Although the law of diminishing returns 
as applied to taxation has frequently been the 
subject of discussion among economists, it is 
pointed out, in a recent issue of ‘““Tax Econom- 
ics Bulletin,” that in the field of motor fuel 
taxation the principle has received particular 
attention because tax rates have reached such 
high levels. Economics Professor F. R. Fair- 
child of Yale University in a recent issue of 
the Bulletin of the National Tax Association 
has discussed the general principle in the 
following timely and significant manner, says 
the “Bulletin,” which is published by the 
American Petroleum Institute. 

“We are being currently reminded that in 
the postwar period taxes will have to be very 
heavy, probably about as heavy as we can 
bear, subject only to the limitation that they 
must not be so heavy as to retard industry, 
discourage investment, or jeopardize the free- 














Property Facts 
Are Basic 


The starting point 
for sound solution of 
problems of Income 
Taxation, Reconver- 
sion, Accounting, 
Insurance and Finance 
is an accurate knowl- 
edge and record of 


Property Facts. 
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enterprise system. Now from the viewpoint of 
clear thinking, there is something wrong here. 


TAXES REDUCE CAPITAL 


“The simple fact is that all taxation is bur- 
densome. All taxes have the tendency to re- 
duce capital, to discourage investment, to re- 
tard industry. It is quite erroneous to assume 
that taxation is burdenless up to a certain point 
and then suddenly begins to manifest these 
unhappy tendencies. It is a question of de- 
gree, not a fixed limit. 

“As the rate of a given tax is continuously 
increased, there eventually comes the time at 
which the net revenue no longer increases in 
proportion to the increase in the rate of the 
tax. This would be illustrated by a condition 
in which a tax at the rate of 10 per cent. 
would produce 100,000 dollars while a rate of 





EXECUTIVE ACCOUNTANT 


seeks responsible position with 
progressive business concern 


Over 15 years’ experience with rec- 
ognized accounting firms in execu- 
tive capacities. Presently managing 
partner of national firm. Extensive 
experience in direction of substan- 
tial practice of accounting and taxa- 
tion. Thoroughly familiar with all 
phases of government controls over 
business, including renegotiation 
and termination. 

A resourceful person, still young, 
with a creative and analytical mind. 
Certified Public Accountant; mem- 
ber and active in professional and 
accounting societies. Box No. 493. 














Position Wanted 








Lawyer 


Twenty years of extensive experience in the 
fields of corporate law and finance, adminis- 
trative law as practiced before Government 
Agencies, corporate accounting and business 
administration. Forty-six years of age. Pres- 
ently employed with U. S. Treasury Depart- 
ment. Seeks opportunity with large corpora- 
tion as Counsel, General or Assistant. Address: 
Box Number 494, ‘‘The Controller,’’ One East 
Forty-second Street, New York 17, N. Y. 


Secretary-Controller 


Institute member desires connection with 
manufacturing concern in vital industry as Sec- 
retary, Controller, Assistant Controller or sim- 
ilar responsible position. Location immaterial. 
Twenty years’ experience with two large manu- 
facturing corporations in the heavy machinery 
line. Experience as Secretary-Treasurer, Con- 
troller, Auditor and Office Manager. Duties in- 
cluded all tax matters, planning and installa- 
tion of general accounting and cost systems, 
S.E.C. registration statements and reports, and 
the like. Excellent references. Age 46 years, 
married, one dependent. Minimum salary $7,500 
depending on location. Address: Box Number 
499, “The Controller,” One East Forty-second 
Street, New York 17, N. Y. 





11 per cent. would produce something less 
than 110,000 dollars. This is due both to 
relative increase in cost of administration, as 
where a high rate stimulates evasion and fe. 
quires more stringent and costly administration 
and to impairment of the tax base, as when an 
excessively high income tax tends to discour. 
age investment of capital and so reduce the 
income which is the base of the tax. 


CHARGING WHAT TRAFFIC WILL BEAR 


“If the tax rate is still increased after hay. 
ing passed the point of ‘diminishing returns.’ 
there finally comes the situation in which - 
increase of rate produces no increase of teve. 
nue; thereafter there will be an actual de. 
crease in revenue as the result of further in- 
creases in the rate. The point at which the 
marginal increase in the tax rate leaves the 
revenue unchanged may be called the point of 
‘charging what the traffic will bear.’ 

“In ordinary times it would seldom be ad. 
vantageous to push the several parts of the tax 
system up to the maximum obtainable reve. 
nue. 





U. S. Treasury interpretations of 


Section 722 of the Revenue 
Act of 1942 stress the impor- 
tance of demand studies in prov- 
ing cases and the necessity for 
eliminating the effects of general 
business conditions in recon- 
structing earnings. Techniques 
required are explained in the 


pioneer work 


DYNAMIC 
ECONOMICS 


by 
CHARLES F. ROOS 


Chapters include: Demand fort 
Consumers Goods, Automotive 
Demand for Gasoline, Demand 
for Agricultural Products, De- 
mand for Capital Goods, Factors 
Influencing Residential Building, 
Growth and Decline of Industry, 
Joint Demand and Loss Leaders. 
Production, Costs and Profits, 
and Adjustments of Costs. 


A few copies are still available. 
Price $5.00 


THE ECONOMETRIC INSTITUTE, Inc. 
500 Fifth Ave., New York 18, N. Y. 




















less 
1 to 
, as 
| re. 
tion, 


‘Our- 
the 


hav- 
rns,’ 
) an 
eve- 


in. 
the 
the 
t of 


tax 
eve- 











The Controller, June, 1945 








































































































He 


























The truth is, many business forms need 
a haircut. 

Cars, clothes, bathtubs, telephones 
are functional. But typewritten com- 
munication between firms and within 
a firm is still too complicated and 
costly. Whiskers slow down the wheels. 

Moore Business Forms, Inc., offers 
you tested ways to reduce the cost of 
your entire business form system. 

An example: A large manufacturer 














filling war orders had been using ship- 
ping label, invoice, shipping memo 
and packing slip. Four forms, four 
typing operations, four operators. 
Moore was invited in. Moore studied 
factory procedures; suggested a modern 
continuous form construction; com- 
bined four forms into one. 

The nine companies listed below 
have long been under Moore owner- 
ship. Now they are united under the 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS; ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y. 


SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


in Canada—Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto; 
Western Sales Book Co., Ltd., Winnipeg and Vancouver; 


National Sales Check Book Co., Ltd., Montreal 











Moore name, to form the largest com- 
pany of its kind in the world. Moore 
studies, recommends, then prints — a 
thousand or ten million copies. 
Whether you are a small business 
or a large corporation with many 
branches, let the Moore specialist in 
your own field serve you now. For in- 
formation, get in touch with the Head- 
quarters of your nearest Moore divi- 
sion, as listed below, or its local office. 


MOORE BUSINESS FORMS, inc. 


ADV. SY H.W. AYER 
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MARCHANT 


Because I can set any and 




















all amounts with just | 
one style of keyboard- | | 





fingering! Just as in typ- | 
ie ing, my fingers 
find the keys 
without con- 
; scious mental | 
effort!” 
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MARCHANT 


Aq Because he 
values its 


20 POINTS 
OF SUPERIORITY including 


AUTOMATIC SIMULTANEOUS 
MULTIPLICATION” 


- | Eliminates the customary delay! 
The answer is formed during... 
not after...the time that the mul- 
tiplier is being entered! Seconds 
saved on every problem mean 
| valuable time saved every day. 





sil 








Now available without 
priority. 

















SUENTSPEED ELECTRIC 
__,_ CALCULATORS 


Marchant Calculating Machine Company 
Home Office: Oakland 8, California, U. S. A.’ 


SALES AGENCIES AND MANUFACTURER'S. 
SERVICE STATIONS GIVE SERVICE EVERYWHERE | 
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Surplus War Materials Threat to Markets 
Held Overdrawn 


Business generally should modify its 
notion that surplus war materials are a 
menace to post war markets, A. D. H. 
Kaplan, professor of economics at the 
University of Denver, told a meeting 
sponsored by the Committee for Eco- 
nomic Development and Town Hall in 
New York in February. 

Of total merchantable surplus sup- 
plies costing $15,000,000,000, he ex- 
plained, as much as 60 per cent. may be 
assumed to be abroad. Supplies for do- 
mestic disposal whittle down to about 
$6,000,000,000 of original cost. They 
represent about six weeks of retail 
sales in 1940, and less than five weeks 
of consumer purchases in 1944. 

“I do not question that among the 
several million different categories of 
items in the materials surplus,” Profes- 
sor Kaplan continued, “a number of 
commodities will be found in which the 
Government’s stock may represent more 
than a year’s ordinary production. In 
cases of this sort, of course, we must 
have a careful timing of the rate of 
disposal so as to dovetail with the con- 
dition of the market and the level of 
business activity. This, however, must 
not be translated into a timid policy of 
freezing stockpiles or holding back dis- 
posal for too long. If losses must be 
taken, it is better to take them early 
when American business still has some 
of the fat of the war on its bones. 

“It is hardly necessary to stress the 
desirability of re-establishing those reg- 
ular lines of distribution which were 
starved under the war because of mili- 
tary requirements. We all want to see 
normal channels of legitimate business 
restored to prosperous activity. But 
there is no unanimity of opinion about 
disposal channels. 

“Some wholesalers feel that the manu- 
facturer has already had his profit 
in the original war sale to the Govern- 
ment and that the distributor should 
now have his chance to buy directly 
from the Government. Retail associa- 
tions, on the other hand, are asking 
that large lots be broken down in com- 
modities small enough to permit direct 
sales to the retailer. These differences 
within business will need to be com- 
promised on what is finally determined 
to be the common public interest.” 


SURPLUS PLANT PROBLEM 


Discussing the size of the surplus war 
ae disposal problem, Professor Kap- 
an pointed out that while the $16,- 
000,000,000 invested by the Govern- 
ment in new facilities is about 40 per 
cent. of our prewar industrial plant out- 
lay, it is to be doubted that in its effec- 





tive value it represents more than 15 
per cent. of our total peacetime capacity. 
Less than 4 per cent. of the total cost 
of the Government financial facilities js 
represented by plants of less than $1,-. 
000,000, Professor Kaplan explained 
further, and less than one-fifth of 1 per 
cent. by plants of less than $100,000. At 
the other end, one-third of the war 
plant is in units of $50,000,000 or 
higher. “We can see therefore,” he said, 
“that the effective disposal of our war 
plant facilities will call for ingenious 
adaption if the economic system is to 
get substantial benefit from what js 
often the finest equipment of its kind. 

“To bring large plants and their 
equipment within the compass of small 
independent business will mean in some 
cases,” he continued, “the dismantling 
of large plants or the pooled use of 
them by a number of related firms which 
can operate together. Outright sales 
have the advantage of definitive dis- 
posal; they are preferable to leases 
wherever they can be made in accord- 
ance with the option terms open to the 
firms that operated them, or at a rea- 
sonable approximation to cost less de- 
preciation. In many cases, however, the 
facilities may be unsalable in the imme- 
diate postwar except at sacrifice prices 
and there it would be better to postpone 
the final decision on terms of sale and 
meanwhile to lease them for private oper- 
ation. 

“Such leases should be made with the 
prime objective of putting the facilities 
into useful operation and of testing the 
market for the product. They should 
not, however, represent a prolonged 
subsidization of submarginal plants 
which will only throw the affected in- 
dustry out of balance and discourage 
forward planning or new venture cap- 
ital in isdesien 

William C. Foster, vice president and 
treasurer, Pressed & Welded Steel Pro- 
ducts Co., explained that while he does 
not believe the plan of marking off large 
plants into separate stalls for small busi- 
ness is practicable, he is confident the 
equipment in those plants can be broken 
down and made available for purchase 
or lease by small producers. The terms 
should include, he said, a “reverse ne- 
cessity” certificate for peacetime produc- 
tion, providing for accelerated deprecia- 
tion over five years. 

The 500,000 surplus machine tools 
we shall have after the war present @ 
big problem, Mason Britton, adminis- 
trator of the Surplus Property Board, 
pointed out, but it can be solved, he 
suggested, through disposal to the thou- 
sands of small shops now using old, in- 
efficient equipment. 
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finds employee withholding tax 


incredibly FAST! 


The most convenient and the most durable device of its kind, 





newly improved upon the advice of many satisfied users. Finds 
correct withholding tax in ONE SIMPLE OPERATION! 94%* 
of all tax computations right before operator’s eyes. Saves time, 
money, temper. Newly reinforced with edge-saving binder; lus- 
trous, sanitary, handsome. Supplied with weekly, bi-weekly, semi- 
monthly or daily charts. You never saw quite the equal of this 
long-needed paymaster’s assistant. 


* Dial on reverse side for 5 to 10 dependents $49 3 LIST 
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A 


Redifixt 1945 
W-2 
Withholding 
Tax Forms 


SERIAL NUMBERING 
UNNECESSARY 
(Ruling of Bureau of Internal 
Revenue—May 8, 1945) 
Handiest form of its kind, 
Government approved, 
carbon interleaved .. . 
collated with State forms 
if desired. Examine for 
yourself . . . you'll see 
its time-saving opportu- 

nity at a glance! 


A 


Ask for sample of new 
open-faced Window En- 
velope built to take Redi- 
fixt W-2 forms. 





CONSOLIDATED BUSINESS SYSTEMS, Inc. 


Department 51 


30 Vesey Street, New York 7, N. Y. 
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Personal Notes About Controllers 








Mr. Lester M. Elliott, a member of the 
Controllers Institute of America since October, 
1943, was recently named controller of Mc- 
Cord Corporation, Detroit. Mr. Elliott had 
previously served as controller of the Interna- 
tional Derrick and Equipment Company of 
Columbus, Ohio, and prior to that was con- 
nected with the Agaloy Tubing Company, 
Springfield, Ohio, as secretary and treasurer 
having previously held the staff position under 
the vice-president-controller of the United 
States Steel Corporation, Pittsburgh. 

Mr. H. George Hinck, secretary of the New 
York City Control of The Institute during the 
past year was recently appointed secretary of 
Wallerstein Company, Inc., New York. Mr. 
Hinck will continue to serve the company as 
controller. 


Appointment of Mr. H. H. Humphreys, a 
member of the Controllers Institute of Amer- 
ica, as secretary-treasurer of American Lumber 
& Treating Company has been announced by 
the firm. Mr. Humphreys has had charge of 
accounting matters since he joined the lum- 
ber treating concern in 1938, and until his re- 
cent advancement was secretary and assistant 
treasurer. 


Mr. G. W. Schroedel has been appointed 
controller of International Derrick & Equip- 
ment Company effective May 1, 1945. The 
company is a division of Dresser Industries. 
Inc. Mr. Schroedel had served as controller of 
Bovaird & Seyfang Mfg. Company, another 
affiliate of Dresser Industries, for the past 
three years. He is a member of the Controllers 
Institute of America, holding certificate num- 
ber 2382. 


Mr. Herbert Elkland has been named secre- 
tary of the Research Committee of the Na- 
tional Association of Bank Auditors and 
Comptrollers. Mr. Elkland had previously 
served as assistant vice president with the 
Second National Bank of Paterson, New 
Jersey. 


Mr. George V. Fortune, a member of the 
Controllers Institute of America since Au- 
gust, 1943, was recently appointed comp- 
troller of Elastic Stop Nut Corporation of 
America at Union, N. J., succeeding Mr. 
Walter J. Dreves. Mr. Fortune joined the 
company in July, 1943, as assistant comp- 
troller hvaing previously served as assistant 
treasurer of Reynolds Metals Company and 
Reynolds Mining Company in Richmond, 
Virginia. Prior to that time, he was control- 
ler of Standard Textile Products Company 
of New York and director and treasurer of 
its subsidiary group. 





Year Book Mailed to Members 


| The 1944-1945 Year Book of the 
Controllers Institute of America was 
mailed to members in mid-May. 
This publication, of nearly 300 
pages, goes to members as a part of 
the service covered by their dues. It 
contains the latest list of members, 
arranged (a) alphabetically, (b) by 
companies, and (c) geographically. 
The membership certificate numbers 
are given, for the first time in the 
Year Book. 











Mr. Eugene C. Hoelzle was recently named 
vice-president and comptroller of the Packard 
Motor Car Company, Detroit. A member of 
The Institute since May, 1936, and holder of 
membership certificate number 688, Mr. Hoelzle 
has served as comptroller of the company since 
1930, having joined Packard as an accountant 
in 1913 and being general auditor of the com- 
pany from 1920 to 1930. Mr. Hoelzle’s promo- 
tion was announced by the company as one 
of the final steps in the reorganization of the 
company’s executive staff to consolidate the 
direction of broadened postwar car and engine 
projects. The expanded financial responsibili- 
ties of both Packard’s One-Twenty volume car 
production and later its gigantic war engine 
programs, it was pointed out by Mr. George 
T. Christopher, company president and gen- 
eral manager, were developed under Mr. 
Hoelzle, who is a former director of the Con- 
trollers Institute of America and now a mem- 
ber of the Advisory Council of The Institute 
in which he is active as a member of three 
committees. 


Mr. A. G. Lindquist, a member of the Con- 
trollers Institute of America, was elected sec- 
retary of the Gardner-Denver Company, Quincy, 
Illinois, on March 28, 1945, it was recently 
announced. He will continue his present duties 
as comptroller of the company. 


Mr. M. E. Hardaker, treasurer of Wurzburg 
Dry Goods Company, Grand Rapids, and a 
member of The Institute since February, 1943, 
has been named secretary of the Grand Rapids 
Control, it was recently announced. Mr. Har- 
daker will fill the unexpired term of the re- 
cently deceased Mr. J. C. Grainger. 


Mr. C. A. Thornburg, until recently con- 
troller of Abbott Laboratories, Chicago, II- 
linois, has been elected assistant treasurer of 
the company. Mr. Thornburg is holder of 
certificate number by virtue of election in The 
Institute in October, 1935. 


Mr. D. J. R. Sufferedini, controller of La 
France Industries, Philadelphia, has been 
elected treasurer of the company, it was re- 
cently announced. A member of The Institute 
since October, 1941, Mr. Sufferedini will con- 
tinue to serve in his present capacity of con- 
troller, in addition to his added responsibilities. 


Mr. E. P. Beckaert of Wickwire Spencer 
Steel Co., New York, was recently named 
comptroller of the company. Formerly serving 
as assistant treasurer, Mr. Bekaert is also a 
member of the Controllers Institute of America. 


Mr. Albert W. Price, formerly with the 
Florida Power. & Light Company, Miami, is 
now affiliated with The National Toddle 
House Corp., Memphis, it was announced re- 
cently. Mr. Price has been a member of The 
Institute since August, 1939. 


Mr. James A. Russell, a member of the 
Controllers Institute of America since Sep- 
tember, 1941, has joined the staff of Walker 
Brothers, Conshohocken, Pennsylvania, in the 
capacity of controller. Mr. Russell formerly 
held the position of controller with S. L. 
Allen & Company, Inc., Philadelphia. 

Mr. Raymond A. Smardon, formerly con- 
troller and auditor of The William L. Gilbert 
Clock Corp., Winsted, Connecticut, is now 
associated with the Linder Hardware Com- 
pany, of Tulare, California, it was announced 
recently. Mr. Smardon has been a member of 
The Institute since October, 1940. 








The outstanding service given to the Lehi 
Presbytery of the Presbyterian Church by Ma. 
jor J. C. Shumberger, was recognized in April 
when the past president of the Controllers Ip. 
stitute of America was re-elected Moderator 
at the Spring meeting of the regional church 
body in the First Presbyterian Church in 
Stroudsburg. A ruling elder of the First Pres. 
byterian Church in Allentown, where he js 
controller of the Call-Chronicle Publishing 
Company, Major Shumberger was named 
moderator of the Lehigh Presbytery last Sep. 
tember, to fill an unexpired term. His recent 
unanimous election is for the complete term 
of one year. 


Mr. Charles C. Jarchow, vice president and 
comptroller of American Steel Foundries Co, 
Chicago, was recently elected a director of 
General Steel Castings Corp., succeeding Mr. 
Frank J. Foley. Mr. Jarchow is a member of 
the Controllers Institute of America by virtue 
of election in January, 1935. 


Mr. J. A. Martino was elected comptroller 
of National Lead Co., New York, succeeding 
Mr. H. T. Warshow, a member of The In- 
stitute since March, 1937, who continues as 
vice president, director and member of the 
executive committee. 


Mr. Herbert L. Adams, formerly with 
Colonial Radio Corporation, Buffalo, is now 
affiliated with Sylvania Electric Products, Inc., 
Bloomington. Mr. Adams is holder of member- 
ship certificate number 1855 in the Controllers 
Institute of America. 


Mr. J. Wm. Schulze has joined the staff of 
Bath Iron Works Corporation, Bath, it was 
recently announced. A member of The In- 
stitute since March, 1943, Mr. Schulze was 
formerly vice president and comptroller of 
ae England Shipbuilding Corp., South Port- 
land. 


Mr. Charles W. Tucker, holder of mem- 
bership certificate number 729, and a past 
president of the Boston Control of The In- 
stitute, has been appointed comptroller of the 
Childs Company, operators of the nationally- 
known restaurant chain. Mr. Tucker,: who is a 
Massachusetts C.P.A., is a past chairman of 
the Controllers Council of the International 
Association of Milk Dealers, and a past presi- 
dent and past national director of the National 
Association of Cost Accountants. He is now 
located at the company’s executive offices at 
200 Fifth Avenue, New York. 


Mr. Frank S. Hecox, a member of The In- 
stitute by virtue of election in October, 1942 
and a member of the Portland Control, was 
recently elected vice president and treasurer 
and named a director of the Iron Fireman 
Manufacturing Co. of Portland, Oregon, it 
was announced. Mr. Hecox was formerly secte- 
tary-treasurer and controller of the company. 


Mr. William J. Wardell, vice president and 
comptroller of American Can Co., New York, 
has been elected a director of the company. 
Mr. Wardell joined the organization in 1904, 
became comptroller in 1941 and vice president 
in 1941 and is a member of the Controllers 
Institute of America. 


Mr. William W. Walter, a member of The 
Institute since March, 1944, and formerly 
assistant to the director of finance of the Cut- 
tis-Wright Corp., Buffalo, has recently be- 
come affiliated with the Dacar Chemical Prod- 
uct Company of Pittsburgh. 
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Sundstrand... 
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A FAST WORKER 





in any company? 





Your accounting staff starts saving hours of valuable 
time . . . the minute you put Sundstrand on the 
payroll. 

Sundstrand works fast . . . not only on Payroll 
Records, but on Government Reports and War Bond 
Ledgers. 

And it does the entire recording job . . . not just part 
of it. Each machine releases several clerks for other 
essential duties. 

Anyone can operate Sundstrand’s simple ‘‘10 Figure 
Key” keyboard. Automatic features and controls do 
the rest. 

It will be well worth a few minutes of your time to 
discuss your payroll problems with one of our 
representatives. Your local Underwood Elliott Fisher 


office will gladly oblige. 


Save the Seconds and You Save the Day — 


Underwood Corporation 


Accounting Machine Division @ One Park Avenue, New York 16, N. Y. 





Peary SUND STRAND for Speed / 











eee ON PAYROLL RECORDS 

Sundstrand posts, computes, and prints 
each check or pay envelope . . . and at the 
same time writes your payroll summary 
and employee’s earnings record. 

All entries are completely visible. Gross 
pay and net pay amounts are automati- 
cally computed . . . column totals auto- 
matically printed. 
eee ON GOVERNMENT REPORTS 
The yearly- and quarterly-to-date earnings 
are automatically computed for all tax 
purposes. On Social Security taxes, the 
machine automatically exempts ail yearly 
earnings over $3,000. 


eee ON WAR BOND LEDGERS 
Each employee’s War Bond account is 
kept up-to-date, with each payroll deduc- 
tion and amount “to go” automatically 
computed . . . and every resulting pur- 
chase automatically recorded. The em- 
ployee-list of bond purchases is automati- 
cally counted and totaled. 
x * * 


Our factory at Bridgeport, Connecticut, proudly 
flies the Army-Navy «‘E”’ with second star 
added as a third citation awarded for the pro- 
duction of precision instruments calling for 


saw” & 
\\ fe wig 
| * — 

skill and craftsmanship of the highest order. .. 
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MEETINGS OF. CONTROLS 








ATLANTA 
Topic: PENSION TRUSTS 


“Administration of Pension Trusts” was the 
subject discussed by Mr. R. Lee McConnell, 
trust officer of the Trust Company of Georgia, 
at the April 27 regular monthly meeting of the 
Atlanta Control. Also present at the meeting 
was Mr. Paul Haase, assistant secretary of the 
Controllers Institute of America, who made 
a presentation on current and future activities 
of The Institute. 


BALTIMORE 
Topic: WAR PRICING 


Members of the Baltimore Control of The 
Institute were fortunate in having as guest 
speakers at their May 9 regular dinner meet- 
ing, held in the Lord Baltimore Hotel, Mr. 
Harry E. Howell, chief of the Policy Branch 
of the Purchases Division Headquarters, Army 
Service Forces, Washington, D. C., and Cap- 
tain A. F. Flouton, chief of the Office of 
Technical Information, Purchases Division, 
Headquarters, Army Service Forces, Wash- 
ington, D. C. The speakers chose the subject 
“The War Department Company Pricing Pro- 
gram.” 


BOSTON 


The Boston Control of The Institute held its 
regular monthly meeting on May 15 at the 
Engineers Club. Mr. Arthur R. Tucker, man- 
aging director, was present at this meeting. 


BRIDGEPORT 
Topic: PRICE CONTROL ACCOUNT- 
ING 


“Accounting in the Price Control Program” 
was the subject discussed by Mr. Paul M. 
Green, deputy administrator for Accounting, 
Office of Price Administration, Washington, 
at the May 2 regular monthly meeting of the 
Bridgeport Control of The Institute. After his 
presentation, Mr. Green held a ‘“question’’ 
and “‘answer’’ period. 


BUFFALO 
Topic: GOVERNMENTAL AGENCIES 


The Buffalo Control of The Institute held 
its regular monthly meeting on May 15 at the 
Park Lane. Mr. Charles E. Mastern of the 
National Gypsum Company, Buffalo, was the 
moderator with several members taking part in 
the program. The subject chosen for the eve- 
ning was the “Approach to Various Govern- 
mental Agencies.” 

The regular luncheon meeting of the Con- 
trol was held on Friday, April 27, in the Buf- 
falo Athletic Club. 


CHATTANOOGA 


Mr. Paul Haase, assistant secretary of the 
Controllers Institute of America, was the guest 
speaker at the regular monthly meeting of the 
Chattanooga Control held in the Read House 
on May 1. Mr. Haase reported on the activities 
of The Institute and also gave a sketch of the 
work that might be undertaken by the new 
Controllership Foundation. 

It was announced that Cornelius Bolen of 
Converse Bridge & Steel Company had been 
named acting secretary and acting treasurer of 
the Control to complete the unexpired term of 
O. R. March, who is now connected with Clin- 
ton Engineer Works, Knoxville, and conse- 
quently, because of the distance from Chat- 
tanooga, is unable to carry on the secretarial 








activities. President Gamble also named a 
nominating committee to present a slate of 
officers for the ensuing year, consisting of 
Messrs. Wilkinson, Callaway and King. 


CHICAGO 
Topic: INSURANCE 
Messrs. Albert A. Morey and Lawrence S. 
Myers, assistant vice president of Marsh & 
McLennan Inc., were the speakers at the regu- 
lar monthly dinner meeting of the Chicago 
Control, held in the Union League Club on 
April 24. “Property and Casualty Insurance” 
was their subject for discusiosn. 


CINCINNATI 

The May dinner meeting of the Cincinnati 
Control was held in the cafeteria of the Cin- 
cinnati Gas & Electric Co. After dinner the 
handicap points for the golf tournament, which 
is to be held in June, were distributed. 


CLEVELAND 5 
Topic: INTERNAL AUDITS 
On May 8 the Cleveland Control of The 
Institute held its regular monthly meeting in 
the Cleveland Hotel, at which was featured a 
panel discussion on “Internal Auditing Pro- 
cedure.” The members of the panel discussion 
included: Mr. C. L. Cole, Chairman, and 
controller of Glidden Company; Mr. M. W. 
Field, comptroller of the American Steel and 
Wire Corporation; Mr. G. L. Horst, controller 
of the Central Greyhound Lines, Inc.; and 
Mr. Llewelyn Reese, comptroller of The Sher- 
win-Williams Company. 


DAYTON 
Topic: POSTWAR ORGANIZATION 


“Revamping Organization Practices or Ad- 
justing Wartime Organization back to a Some- 
what Normal Basis’ was the subject chosen 
for discussion at the May 10 regular dinner 
meeting of the Dayton Control held in the 
Van Cleve Hotel. 


DETROIT 
Topic: WAGE AND SALARY STABIL- 
IZATION PROBLEMS 


Mr. R. C. Trundle, vice president of The 
Trundle Engineering Company, Cleveland, 
made a presentation on “Is Office Personnel 
Classification and Evaluation the Answer to 
Wage and Salary Stabilization Problems in 
the Office?”’, at the April 24 regular monthly 
meeting of the Detroit Control, which was 
held in the Hotel Statler. 


DISTRICT OF COLUMBIA 
Topic: SOCIAL SECURITY 
Members of the District of Columbia Con- 
trol of The Institute met at the Carlton Hotel 
on April 24 to participate in their regular 
monthly meeting. Mr. W. R. Williamson, 
actuarial consultant of the Federal Security 
Agency, Social Security Board, was the guest 
speaker and chose for his subject “Three 
Threats to the Individual, Jobless, Old Age, 
Death, and Chronic Disability; the Place So- 
cial Security and Cost Analysis Thereon.”’ 


INDIANAPOLIS 
Topic: MODERN CONTROLLERSHIP 
Members of the Indianapolis Control of The 
Institute were honored by the presence of Mr. 
Edwin W. Burbott, national president of The 
Institute, at their regular monthly meeting on 





April 25 held in the Lincoln Hotel. Mr. Bur 
bott made an address on “Need of Clear Cop. 
cept of Controllership.”’ 


KANSAS CITY 
Topic: POSTWAR TRADE IN LATIN 
AMERICA 
Mr. Bror W. Unge, manager of the foreign 
department of the City National Bank & 
Trust Company, Kansas City, was the guest 
speaker at the May 14 meeting of the Kansas 
City Control, held in the University Club, 
For his subject, Mr. Unge chose “Postwar 
Trade Possibilities in Latin America.” 


LOUISVILLE 


Topic: LABOR AND NATIONAL 
SECURITY 


Members of the Louisville Control of The 
Institute held their monthly meeting on April 
25 in The Pendennis Club. Mr. Edward H. 
Weyler, secretary and treasurer of the Ken- 
tucky State Federation of Labor was the guest 
speaker and chose for his subject, “Labor and 
National Security.” Mr. Weyler is acting in 
an advisory capacity on the Regional War Man- 
power Commission, Kentucky Unemployment 
Commission and Office of Price Administration. 


MILWAUKEE 


Topic: POSTWAR PUBLIC DEBT MAN- 
AGEMENT 


Mr. John K. Langum, vice president, Fed- 
eral Reserve Bank of Chicago was the guest 
speaker at the May 8 regular monthly meeting 
of the Milwaukee Control held in the Univer- 
sity Club. “Postwar Public Debt Management” 
was the topic discussed at the meeting. 


NEW YORK CITY 
ANNUAL MEETING 
Members of the New York City Control of 
The Institute held their annual meeting on 
May 24 in the Hotel New Yorker. The elec- 
tion of officers and directors took place at this 
meeting after which entertainment was fut- 
nished. 


PHILADELPHIA 
Topic: POSTWAR REGULATION 


“Government Regulation of Business in the 
Postwar Era’ was analyzed by Mr. Leo Barnes, 
director of the Division of Economic Research 
of the Research Institute of America at the 
May 10 meeting of the Philadelphia Control. 
The meeting also featured the election of of- 
ficers and directors for the new year. They 
include: President, J. W. St. Clair, Hajoca 
Corporation; Vice President, J. Norvelle 
Walker, Royal Oil & Gas Corp.; Secretary, 
Charles L. Jones, Alan Wood Steel ©; 
Treasurer, Thomas S. Lever, Jr., Philadelphia 
Gas Works Co. Directors: Holden V. Arnaiz, 
Hutchinson, Rivinus & Co.; John T. Dever, 
Villanova College; Robert G. Dunlop, Sun Oil 
Co.; Edward L. Fortin, Selas Corporation 
America; Howard L. Gibson, Gibson Institute; 
F. A. Greenwood, Interstate Hosiery Mills, 
Inc.; Willard D. Holt, Provident Mutual Life 
Ins. Co.; C. R. MacFarland, The Schlichtet 
Jute Cordage Co.; Alexander MacGillivray, 
Radio Corporation of America; Robert G. 
Rauscher, Warner Company; and Charles H. 
Yardley, The Penn Mutual Life Ins. Co. 


PITTSBURGH 
The Pittsburgh Control of The Institute 
sponsored a joint one-day meeting, on 
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MEETINGS OF CONTROLS 








21, with the Pittsburgh Chapters of the Na- 
tional Association of Cost Accountants and the 
Pennsylvania Institute of Certified Public Ac- 
countants. The meeting was held at the Fort 
Pitt Hotel and the afternoon session featured 
an address by Mr. Don S. Grubbs, audit su- 
pervisor of the United States Steel Corpora- 
tion of Delaware, on “Scope and Procedure of 
Internal Audit,” after which Mr. L. C. 
Stephens, assistant comptroller of the Standard 
Oil Company of New Jersey made a presenta- 
tion on the subject of “Preparation and Main- 
tenance of Accounting Manuals.” After dinner, 
members of the Control heard an address on 
“Annual Reports to Stockholders” by Mr. W. J. 
Barrett, assistant vice-president of the Metro- 
politan Life Insurance Company, with the 
closing presentation being made by Dr. J. 
Steele Gow of Falk Foundation. Dr. Gow 
chose for his subject “Post-War Economic 
Problems.” Dr. Gow’s address was preceded 
by a movie entitled “Behind the Annual Re- 


ports.” 


PORTLAND 

Topic: CONTROLLERSHIP PROBLEMS 

On April 20, members of the Portland Con- 
trol of The Institute held their regular monthly 
meeting at the Old Heathman Hotel. Mr. A. L. 
Amecher, president of the Oregon State So- 
ciety of Certified Public Accountants, led a 
discussion on problems of postwar controller- 
ship. 


QUAD CITIES 

“C.P.0., Committee for Period One—the 
Interval between V-E and V-J Days” was the 
subject presented by Mr. Eddis Johnson, who 
acted as discussion leader at the May 9 regu- 
lar monthly meeting of the Quad-Cities Con- 


trol of The Institute, held at the Blackhawk 
Hotel, Davenport. Mr. Johnson affiliated with 
the American Machine & Metals Co., East 
Moline, Illinois, discussed the C.P.O. pattern 
as reflected by: (1) The Byrnes Report; (2) 
Basic reconversion policy now being set up 
by C.P.0.; and (3) Revised plans now being 
turned out for lifting production controls after 
V-E Day. 


ANNUAL MEETING 


The annual election of directors and officers 
of the Quad Cities Control of The Institute 
was held on May 9 at the Blackhawk Hotel 
in Davenport. The nominating committee sub- 
mitted the following slate: President, Stuart 
B. Miller, French & Hecht, Davenport; Vice 
President, C. P. Van Dyke, Iowa-Illinois Gas 
& Electric Co., Rock Island; Secretary, Walter 
Vaughn, Central Broadcasting Company, Dav- 
enport; Treasurer, E. H. Ketelson, Davenport 
Bank & Trust Co., Davenport; Directors, the 
officers and E. B. Oyaas, Curtis Companies, 
Clinton. In addition to the above, the follow- 
ing will also be directors for another year, by 
virtue of their election in 1944 for a term of 
two years: Lloyd Kennedy, Deere & Company, 
Moline; and H. R. Lange, Ordnance Steel 
Foundry Co., Bettendorf. 


ROCHESTER 
Topic: WAGE STABILIZATION 


Mr. Joseph M. Cook, industrial engineer, 
was the discussion leader at the April 25 reg- 
ular monthly meeting of the Rochester Con- 
trol of The Institute. “Wage and Salary Sta- 
bilization” was the subject discussed at the 
meeting. 
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Mr. Cook prefaced his discussion with an 
address on the application of sound manage. 
ment principles to industry to effect stabiliza- 
tion of wages and salaries. He made a detailed 
analysis with the aid of a blackboard of the 
steps involved in setting up a wage and sal- 
ary program. The explanations of each phase 
of this work, such as, 1st—Job Analysis; 2nd— 
Job-Evaluation; 3rd—Rate Classification, were 
so clearly defined that the discussion was in- 
tensely interesting and informative. A question 
period followed Mr. Cook’s discussion during 
which he continued his practice of giving 
complete details in his explanations. 

The members of the Rochester Control also 
participated in a meeting of the Rochester 
Chapter of The New York State Society of 
Certified Public Accountants on May 8 to 
hear an illustrated discussion on “Counter- 
feit Money” by Mr. Edwin Manning, who is 
in charge of the Buffalo Division of the U. S. 
Secret Service. 


SEATTLE 
Topics: BUDGETS 
Members of the Committee on Accounting 
Practices of the Seattle Control of The In. 
stitute led a discussion on “Budgets” at their 
regular monthly meeting held on April 26 
in the Washington Athletic Club. Mr. Bower, 
chairman of the Seattle Control’s Social Se- 
curity Committee, had present at this meeting, 
Mr. Frank Anderson of the Office of Unem- 
ployment Compensation at Olympia -who made 
a presentation on the recent change in re- 
porting procedure for State Compensation 

Insurance. 


SYRACUSE 
Topic: ACCOUNTING PROBLEMS 


Members of the Syracuse Control of The 
Institute featured a general discussion on tax 
matters and other important accounting prob- 
lems at their May 15 regular monthly meeting 
held at Tubbert’s Restaurant, in which all mem- 
bers participated. 


TOLEDO 
Topic: CONTROLLERS’ PROBLEMS 


Mr. William F. Webb, treasurer of the 
Textileather Corporation, was the discussion 
leader at the May 10 regular monthly meeting 
of the Toledo Control, held in the Hotel Secor. 
The discussion centered around the subject of 
“Controllers’ Problems.” 


WESTERN MICHIGAN 
Topic: WORLD PEACE PROBLEM 


Members of the Western Michigan Control 
of The Institute held their regular monthly 
meeting on April 25 at the Peninsular Club 
in Grand Rapids. The guest speaker for the 
evening was Mr. E. C. McCobb of McCobb & 
Heaney who made a presentation on the world 
peace problem and its effect upon the nation. 
Mr. McCobb is the son of Mr. T. C. McCobb, a 
past president of the Controllers Institute of 
America. 


A.P.I. “Quarterly” 

The April, 1945, issue of the “Quarterly” 
of the American Petroleum Institute carries 
articles by William R. Boyd, Jr., president 
of the Institute; Ralph K. Davies, deputy 
petroleum administrator for war; D. ¥. 
Stroop of the division of refinancing of the 
Institute, as well as a number of other arti 
cles and items of information about industry. 
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Positions Open 








Cost Accountant 


Must have thorough knowledge of process 
and shop order costs with relationship of cost 
records to general ledger. Must have ability to 
make changes to cost system and records as re- 
wired by changing conditions. Must also have 
knowledge of Standard Cost System. Permanent 
position with excellent opportunities. Location 
Western Pennsylvania. Give full details, in- 
duding age, education, experience, personal 
and draft status, and salary desired. Enclose 
small photograph with letter of application. 
Address Box 487, ‘The Controller,”” One East 
Forty-second Street, New York 17, N. Y. 


Personnel Director with Executive Ability 


Wanted for New York Office of certified 
public accountants having other offices through- 
out the country. Excellent opportunity for 
qualified man. 

Director will be responsible for (a) pro- 
curement of additions to the accounting staff 
who meet our high standards; (b) mainte- 
nance of comprehensive achievement records 
for all staff members including periodical sum- 
mary reports to partners; (c) development of 
internal educational and training programmes; 
(d) promotion of staff morale including con- 
ferences with staff members on personal prob- 
lems; and (e) assignment, after consultation 
with partners, of staff members to particular 
engagements. 

While a man with successful experience in 
this field is desirable, we are willing to give 
a man, otherwise qualified, a chance to develop 
under the sympathetic guidance of the partners. 
College graduate, age 35-45, with several years’ 
experience on an accountants’ staff and‘a liking 
for personnel work is essential. Write in con- 
fidence giving particulars about yourself. Com- 
pensation will fully recognize the qualifications 
of director selected. Box No. 497, “The Con- 
troller,’ 1 East 42nd Street, New York 17, 
N. Y. 


Accountant 


Manufacturing plant in essential industry 
has an important accounting position open 
for qualified man 30-40 years old. Must be 
thoroughly experienced in all phases of Cor- 
poration Accounting including Cost Systems 
and Taxation. Also must have broad know!l- 
edge of business legislation relating to Wages, 
Price Control, etc. Position is permanent and 
salary commensurate with ability. Location: 
New York State. Give complete details of 
experience, references and salary wanted in 
first letter. Address c/o Box No. 496. 





Position Wanted 














_ Postwar days are virtually here. The green 
lights for reconversion are being made ready. 
Are you prepared for its many problems? 
Strengthen your organization with a man whose 
experience covers, credit-office management, 
accounting, treasury work. Years of experience 
with national organizations. Past fifty—inspir- 
ing health. Accustomed to over coming ob- 
stacles. Correspondence invited from those in- 
terested in one, who takes off his coat and gets 
things done. Salary requirements, consistent 
with accomplishments. Go anywhere. Available 
Soon. Address Box No. 495, The Controller, One 
East Forty-Second Street, New York 17, N. Y. 
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Practical Advice on Pension 
Planning and Financing 


BASED upon extensive experience as trustee for 
both insured and independently financed pension 
plans, and a wide knowledge of all types of 
retirement plans in general use, this bank offers 
its services to corporation officers and directors 
for their assistance in deciding upon the type of 
plan, the specific provisions, and the method of 
financing best suited to their companies’ individual 


needs and financial circumstances. 








Condensed to 17 pages of text, a booklet entitled 
Pension Plan Fundamentals Briefly Stated will be 
mailed on request. This is written for corporation 
executives and directors who wish to have a concise 
statement of the basic factors involved in developing a 
satisfactory pension plan and financing it on an eco- 
nomical basis consistent with earnings. 








New York 18 
London 





Fifth Ave. at 44th St. 


Pension Trust Division 


Guaranty Trust Company 
of New York 


Capital Funds, $305,000,000 


140 Broadway 
New York 15 


Madison Ave. at 60th St. 
New York 21 


Paris Brussels 


Copyright, Guaranty Trust Company of New York, 1945 
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Members of The Institute in Service 











Lr. A. T. Barr, SC-V (s), USNR 
Office of Supervisory Cost Inspector 
First Naval District 
Boston, Massachusetts 
(Merrimac Hat Corporation 
Amesbury, Massachusetts) 


Major J. ELLSworTH BROKAW 
Price Adjustment Section 
AAF Material Command 
67 Broad Street 
New York, New York 
(Crown Zellerbach Corporation 
San Francisco, California) 


Lr. Cort. ARTHUR L. CABLE 
GSC, 0484661 
Deputy Chief of Staff 
Hq, Advance Section Com Zone 
APO 113, c/o Postmaster 
New York, New York 


Cot. Kart G. CLEMENT 
United States Army Corps 
(Vick Chemical Company 
New York, New York) 


Lt. Compr. RoBERT M. DouGLas 
Navy Department, Regional Price 
Adjustment Board 
727 Financial Center Bldg. 
San Francisco, California 
(San Francisco Stock Exchange 
San Francisco, California) 


THomas I. DowLINnG 
In the Navy, Rank and Service Unknown 
(Milford Place 
Massapequa, New York) 


*MAJOR THEODORE S. FALLER (QMC) 
Office of the Quartermaster General 
Temporary B-2T Q Streets, S.W. 
Washington, D. C. 

(R. H. Macy & Company 
New York, New York) 


Lr. (jc) CHARLES H. Fisu 
Office of the Supervisory of Ship- 
Building, USN 
c/o New York Shipbuilding Corp. 
Camden, New Jersey 
(McIntire, Magee & Crown Co. 
Philadelphia, Pennsylvania) 


Lr. Cor. MILTON M. FritcH 
Hqs. Army Service Forces 
Army Exchange Service 
24 West 43rd Street 
New York 18, New York 
(Saks Fifth Avenue 
New York, New York) 


Lr. Roy C. Goppin, QMC 
Belle Mead A.S.F. Depot 
Belle Mead, New Jersey 
(The Mortbon Corp. of N. Y. 
Newark, New Jersey) 


Lr. (jc) Cecir K. Groves, USNR 
(Witte Engine Works 
Kansas City, Missouri) 


Lr. Cor. ELMER P. HARDENBERGH 
G-4 Section, Pacific Ocean Areas 
APO 958, c/o Postmaster 
San Francisco, California 


Lr. Scorr Harrop 
Supply Corps of the USNR 
(Spiegel, Inc. 
Chicago, Illinois) 





CoL. CLAYTON J. HERMAN 
Forward Echelon 
Headquarters Ninth Service Command 
Presidio of San Francisco, Calif. 
(Klem Road 
Webster, New York) 


CoL. RAYMOND M. Hicks 

United States Army 

Chief of Water Division 

Transportation Corps 

Service of Supply 

Washington, D. C. 
(International Mercantile Marine Co. 
New York, New York) 


*CAPTAIN D. S. JEPPSON 
United States Marine Corps Reserve 
Marine Barracks 
Camp Joseph H. Pendleton 
Oceanside, California 
(Lane-Wells Company 
Los Angeles, California) 


CAPTAIN OLIVER B. JOHNSTON 
Office of the Provost Marshall General 
Military Government Division 
Washington 21, D. C. 
(Walt Disney Productions 
Burbank, California) 


Lr. (jc) Ropert C. JOHNSON, USNR 
(Union Central Life Insurance Co. 
Cincinnati, Ohio) 


Cot. E. C. KIELKOPF 
Infantry, A.U.S., U. S. Secretary 
Munitions Assignment Board 
Combined Chief of Staff 
Washington, D. C. 
(Koppers Company 
St. Paul, Minnesota) 


Lr. (jG) WiLitaAM T. LAKE 
S. C. (S) USNR 
(Keystone Portland Cement Co. 
Philadelphia, Pennsylvania) 


Lr. (jc) E. Pau, Love 
USNR—Cmdr. Fair Wing 8 
Fleet Post Office 
San Francisco, 'California 
(Pacific Manifolding Book Co., Inc. 
Los Angeles, California) 


Davip D. MaAcTAvIsH 
USNR—R-303 
Boldt Hall, Cornell University 
Ithaca, New York 
(Timm Aircraft Corp. 
Van Nuys, California) 


Lr. C. F. McELroy 
Supply Corps 
U. S. Naval Air Station 
Alameda, California 
(Capital Company 
San Francisco, California) 


Lr. Cot. Daviw McGitvray, Inf. 0-909882 
AES AFHQ 
APO 512, c/o Postmaster 
New York, New York 
(Seaboard Commercial Corp. 
New York, New York) 


*Lr. Cor. CHARLES Z. MEYER 
Pentagon Building 
Washington, D. C. 

(First National Bank of Chicago 

Chicago, Illinois) 





Lr. Cot. W. S. Moore, Jr. 
F.D. 0905737 
FIN. BR. Co. 5 SHAEF 
APO 757, c/o Postmaster 
New York, New York 


(Eastern Shore Public Service Co, 


Salisbury, Maryland) 


Lt. THomMas D. MumMForp, USMCR 
10th Basic Class—A.G.C.S. 
“A” Barracks 
Quantico, Virginia 


(American Machine & Metal Co, 


East Moline, Illinois) 


Lr. (jc) Howarp G. OBERLANDER 
United States Naval Reserves 
Bureau of Aeronautics 
Washington, D. C. 
(Philadelphia-Warwick Co, 
Philadelphia, Pennsylvania) 


T/4 Gorpon A. O'BRIEN 31,389,466 
103rd Finance Disbursing Section 
APO 350, c/o Postmaster 
New York, New York 
(Worcester Telegram Publishing Co. 
Inc., Worcester, Massachusetts) 


Lr. CoL. JosEPH B. PoPE 
Quartermaster Corps, Storage & 
Distribution. Division 
Office of the Quartermaster General 
Washington, D. C. 
(Ewing-Thomas Corporation 
Chester, Pennsylvania) 


ENSIGN JOHN M. Popxkess, USNR 
U.S.S. Chandler 
D.M.S.9 
Fleet Post Office 
San Francisco, California 
(City Bond & Mortgage Company 
Kansas City, Missouri) 


*CoL. RuSSELL M. RIGGINS 
Office Field Director Ammunition Plants 
3629 Lindell Blvd. 
St. Louis 8, Missouri 
(Bartlesville, Oklahoma) 


Lr. E. E. STEVENS 0-1586603 
Seine Base Section, Provost Marshall 
Section 
APO 887, c/o Postmaster 
New York, New York 
(Carl L. Norden, Inc. 
New York, New York) 


Lr. Cot. ARMAND J. TOUSSAINT 
Army Exchange Service 
25 West 43rd Street 
New York, New York 
(12 Rex Road 
Port Chester, N. Y:) 


Lr. Cot. Donovan H. Tyson 
Office of Fiscal Director 
War Department 
Room 4 E-415 Pentagon 
Washington, D. C. 
(United States Pipe & Foundry Co. 
Burlington, New Jersey) 


Major R. H. WELLINGTON, USA 
Benicia Arsenal 
Benicia, California 
(The California Ink Co., Inc. 
San Francisco, California) 
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Lr. C. E. WILLIAMSON 
Headquarters 3660 S.U. 
630 East Jefferson Street 
Detroit, Michigan 
(Balfour, Guthrie & Co., Ltd. 
67 Wall Street 
New York, New York) 


Lt. Col. RAMON WYER 
CCQM—Com. Zone 
APO 887, c/o Postmaster 
New York, New York 


Lr. (j¢) Wittarp H. Younc 
U. S. Naval Air Station 
c/o Supply Office 
Quonset Point, Rhode Island 
(H. J. Heinz Company 
Pittsburgh, Pennsylvania) 


Myron J. BoEDEKER, S1/c 
U. S. Coast Guard Reserve 
New York, New York 
(Johns-Manville Corp. 
20 East Fortieth St. 
New York, New York) 


#HoLDEN V. ARNAIZz, Chief Boatswain Mate 
U. S. Coast Guard Reserve 
Philadelphia, Pennsylvania 
(Hutchinson, Rivinus & Co. 
101 Public Ledger Bldg. 
Philadelphia, Pennsylvania) 


* Returned to civilian position. : a 
+Temporary service combined with civilian 
duties. 


Postwar Commercial Credit 
Trends Bear Watching 


Although credit losses have been small dut- 
ing the war period, will commerical failures 
continue at low ebb after the return to peace? 
There are several reasons for expecting a ris- 
ing trend in commercial failures during the 
postwar years, “The New York Journal of 
Commerce declared recently in an editorial on 
commercial credit trends. 


"Several hundred thousand new businesses 
are going to be started within a short period 
after the war, as was the case following World 
War I. Most of these new concerns will be 
in the retail field. Since morality is highest 
among relatively new concerns, many of which 
fail before they can establish themselves 
firmly, this factor alone should bring about 
a considerable jump in the number of insol- 
vencies. 

“Secondly, there will be a rush on the part 
of many concerns now in business to enter 
other fields, particularly the manufacture of 
consumer durable goods. These ventures often 
involve a high degree of risk, especially when 
many concerns crowd simultaneously into spe- 
cific fields of manufacture. At least some of 
the newcomers in each field are going to fall 

the wayside, particularly oles wartime 
shortages have been made good and compet- 
itive conditions become intensified. 

“A third influence will be the Government's 
Policy of furnishing credit on easy terms to 
Persons starting new businesses. Veterans are 
assured of such loans under the G. I. law, 
and the Wallace program would extend sim- 
ilar easy credits to practically all applicants 
who promise to provide jobs. When funds are 
made so freely available for financing new pro- 
motions, numerous failures are bound to occur 
after the borrowed funds have been exhausted. 

Credit departments have generally enjoyed 
exceptionally favorable experience during the 
war. This should not produce an unjustified 
sense of security as to the postwar period. 

€ prospects call for a gradual tightening of 
standards over the period ahead, if the large 
credit losses of the 1920-21 recession are not 
to be repeated,” 


The Controller, June, 1945 
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a nuisance job like that. 


Here’s how: 


The Todd Co., Inc., Rochester 3, N.Y. 


safety and control. 
Company. 
Address_ 
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Please let us have the facts about Todd © : 
Check Signers and how they speed up | 
operation, save executive time,and increase = 


W 
Dan sign your life away! You need a machine for 


I'll tell you all about it on 


the train (if we make it).” 


1. The four-color signature, produced at the rate of 1000 
to 3000 per hour, defies attempts at forgery. 


2. A two lock—two key system, tamper-proof item counter 
and removable signature plate assure full control. 


Since WPB restrictions have been lifted recently, econom- 
ical Todd Check Signers are available now—without priority. 
There is a hand or electric model that meets your needs and 
your budget. Send the coupon today for further details. 








<a NEW YORK 
SALES OFFICES IN 
DISTRIBUTORS THROUGHOUT THE WO 


ay PRINCIPAL CITIES 


True, a Todd Protectograph Check Signer saves time for 
busy executives. But that’s only part of the story. It also pro- 
vides greater safety and more positive control of checks issued. 
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The Controller, June, 1945 


Dewey Signs Compromise Merit 
Rating Bill for New York, 
Effective July 1, 1945 


Governor Thomas E. Dewey signed on 
April 11 the controversial bill establish- 
ing New York State’s first system of merit, 
or experience rating, in unemployment in- 
surance. He estimated the new law 
would save employers of the State $80,- 
000,000 during the next fiscal year. 

In addition to tax rebates to employers 
with good employment records, the bill 
provides increased benefits for unem- 
ployed workers, the waiting period being 
reduced from two weeks to one; maxi- 
mum weekly benefits being increased from 
$18 to $21, and the duration of benefits 
extended from twenty to twenty-six weeks. 

The bill, opposed by many Republican 
members of the Legislature and by nu- 
merous employers, represented a com- 
promise between the Falk-Gugino Bill, 
which it follows in many respects, and 
the Young-Demo Bill, backed by busi- 
ness generally and supported by sixty-six 
Republican members of the Assembly. 

The new law, under which employer 
savings will commence July 1, guaran- 
tees the solvency of the unemployment in- 
surance fund, which now exceeds $900,- 
000,000, by providing that the fund must 
total four times the contributions of the 
previous year before any rebates can be 
paid. 

Employers will enjoy tax reductions in 
proportion to their payrolls in 1944 and 
their employment records in previous 
years. 


EMPLOYERS TO BE CLASSIFIED 


Employers who have been contributing 
to the fund for at least three years will 
be divided into six classes, ranging from 
Class One, which includes those with the 
best employment record, to Class Six, 
which includes those with the poorest 
records. Top rebates will go to Class One 
and there will be no rebates for Class Six. 

Those in Class One will have their 
tax reduced to 1.6 per cent. of payrolls, 
compared with the 2.7 per cent. now paid 
by all employers. The law provides that 
no employer will pay more than the 2.7 
per cent. 

If conditions next year are substan- 
tially the same as those of this year, the 
employer rebate is expected to total $130 - 
000,000 during the 1946-47 fiscal year. 
Most employers, because of war pros- 
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perity are expected to receive some rebate, 
with a very large percentage of them 
placed in Class One. 

Mr. Dewey said the new law would 
permit New York State’s industry to 
maintain its competitive position with re- 
gard to the industry in neighboring States, 
most of which have merit or experience 
rating, and that employees would achieve 
greater security, as well as increased bene- 
fits. 

He said the conflict created by the bill 
was natural because, in dealing with the 
delicate mechanism of a free and com- 
petitive economy, groups affected by eco- 
nomic variation could not be affected alike. 

“The exercise of sound statesmanship, 
the exercise of restraint and the neces- 
sity for appreciating the other person’s 
point of view are all necessary when pro- 
grams in this field are to be developed,” 
he added. ‘This bill, to a degree greater 
than we have seen in any other legisla- 
tion adopted this year, is an expression of 
that philosophy.” 

Referring to the conflict of viewpoints 
between large employers, engaged in a 
year-round, stable business, and small 
employers or those engaged in seasonal 
business, the Governor said: 

“New York State, more than almost 
any other State, has a large aggregate 
of seasonal businesses. From these busi- 
nesses as well as the large, stable occupa- 
tions, the State has grown great. No em- 





New York Law Analyzed 


Copies of a special analysis of “Cop. 
tribution Rate Credits under. the New 
York State Unemployment Insurance 
Law” were distributed late in April to 
members of the Controllers Institute of 
America who are located within the 
State of New York on behalf of the 
New York State Joint Legislative Com- 
mittee, composed of representatives of 
the Buffalo, Rochester, Syracuse and 
New York City Controls of The Insti- 
tute. Permission to forward this study, 
which was made by Milton O. Loysen, 
executive director of the Division of 
Placement and Unemployment Insur- 
ance of the State of New York, was ob- 
tained by William Widmayer, control- 
ler of the Guaranty Trust Company of 
New York, chairman of the New York 
State Legislative Committee. Members 
of The Institute located outside of New 
York State who are interested in ob- 
taining a copy of this article may com- 
municate with National Headquarters. 
The material was developed by Mr. 
Loysen following the signing, by Gov- 
ernor Thomas E. Dewey of New York 
State’s first “Experience Rating” Bill 
for unemployment insurance taxes. 











ployer who, through fault of his own,” 
whether it be inefficiency or lack of fore- ” 
sight, causes drains upon the unemploy- 7 
ment insurance fund should derive bene- | 
fits from an experience rating system. 

“But employers who, through no fault § 
of theirs, are engaged in the great sea- 
sonal industries providing the most im- 7 
portant necessities to our society, should 
not be punished because either climate or 
consumer requirements prevent all-year- | 
round or large-unit operation. Among 
these great seasonal industries are food 
processing, clothing and building trades.” 


Published Material Available 
on Contract Settlements . 


To hasten the distribution of government 
regulations and helpful material on contract 
settlement, the Army and Navy have set up 
a Joint Termination Regulation Distribution 
Office at 90 Church Street, New York 7, New 
York. As requests are made, an up-to-date 
mailing list is maintained. Every war con- 
tractor must avail himself of this service and 
request that his name be placed on the mailing 
list for all such material. The Distribution 
Office mails the following publications: 


1. Joint Termination Regulation 

2. Termination Financing for War Contractors 
(pamphlet) 

3. Navy Material Inspection. Service Manual 
on Contract Termination 

. Navy Cost Inspection Service Guide on Con- 
tract Termination 





H. CHARLES KWASHA 
Consulting Actuary 
Employee “Pension Plans 
50 Broad St. New York 4,N. Y. 








The following are available from the field — 
offices of the War and Navy Departments: 


1. Pamphlet with specimen Standard Proposal 
Forms filed in with a hypothetical case.” 
This includes Proposal Forms 1, 1a, 3 
1b. Also the inventory schedules which 
supplement Proposal Forms 1a and 1b. « 

2. Supplies of these blank forms and schedules ~ 
for use by contractors. : 


At a recent meeting of war contractors it 
was found that amazingly few possessed all § 
the necessary regulations and information which ~ 
were available to them. Without such docu © 
ments the war contractor is hardly in a position © 
to understand the mechanics of contract adjust ~ 
ment, it is pointed out in the March 1 issue of ~ 
“Army-Navy Production Adjustment Bulletin.” 
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